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FACTS ABOUT A SELF-STUDY PROGRAM
IN
RETAIL FOOD STORE OPERATIONS

WHO IS IT FOR?

An understanding of food retailing is basic to an understanding of the food industry. This unique
self-study program provides a comprehensive view of total retail food store operations, and it is
intended to Lroaden the knowledge and understanding of:

. store personnel . . .clerks, baggers, meat cutters, assistant department managers,
checkers, produce wrappers, department managers, store managers, and super-

visors. .
. those concerned with, but not directly involved in, store operations . . . jobber and
distributor headquarters and warehouse personnel, and manufacturer and broker

representatives.
. students and others preparing to enter the food industry.

WHAT IS IT?

This program consists of 13 separate Self-Study Units and a Study Guide. The individual Units
vary from 40 to 72 pages in length, and each Unit requires about two hours to complete. The

13 Units are:

Unit 1. The Grocery Industry . . . Past, Present
and Future

. From the Producer to the Consumer

. The Supermarket Today

. Profit and the Supermarket

. The Supermarket Customer

. The Grocery Department

Unit 7. The Meat Department

Unit 8. The Produce Department

Unit 9. The Dairy Department

Unit 10. The Frozen Foods Department

Unit 11. The Bakery Department

Unit 12. The Front End

Unit 13. Other Departments in the Supermarket

Unit
Unit
Unit
Unit
Unit
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The Study Guide makes it possible to relate what is learned in each Unit to conditions and situa-
tions in any given store.




HOW DOES IT WORK?

The program incorporates a new self-instruction method known as programed learning. In
programed learning, one piece of information is presented at a time and repeated in an interest-
ing manner, with subsequent information building upon
what has already been learned.

Programed learning permits a body of knowledge to
be learned step by step. Whether an individual is a fast
or slow learner is immaterial, because everyone learns
the same information and retains it equally well.

In addition to programed learning, the Self-Study Units
also contain text material written in a clear and concise
style. The Units also include many helpful diagrams and
illustrations which add interest and serve as an aid to
learning.

WHAT DOES IT COVER?

The program covers in depth all facets of a retail food store’s operation. Routine skilis are not
stressed. Rather, the emphasis is on the ‘‘what’’ and *'why’’ of store operations. For example,
Unit #7, **The Meat Department,’’ covers such things as:

« popular locations and layouts for the department, and their relative advartages and
disadvantages;

different methods of arranging products in ths display case;

comparison of self-service, semi self-service, and butcher-service departments;
space allocations, sales, and profits of the department;

sales and margins by type of meat;

providing a balanced selection of grades and types of meat;

common methods of pricing meats;

cutting tests and how they're used;

effective maat merchandising—packaging, display, and promotion;

major problems of the department;

ordering, receiving, handling, and storing meats;

cuttinc. . trimming, and packaging meats;

grades and popular cuts of meat.

DOES THE PROGRAM REALLY WORK?

Before publication, a research study was conducted by Western Michigan University to deter-
mine the effectiveness of the program. Tesis were administered to a typical group of store
employees before and after they studied the Units. The University’s researchers noted a sub-
stantial and significant improvement in the knowledge level of the group. The empioyees found
the materials interesting . . . they found the learning easy . . . and they felt they significantly
increased their understanding of store operations.

Perhaps even more importantly, the employees’ managers said they noticed a great increase
in the interest and awareness of the employees!
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HOW THE PROGRAM CAME ABOUT

Although the program was originally intended for Quaker’s own salesmen—to provide them with
a better understanding of the problems and methods of operation in retail food stores—many
leaders in the industry who assisted in the development of the material pointed out that such an
activity could be beneficial in training personnel at all levels in the industry. As a result, Quaker
decided to underwrite the major cost of the program and make it available to all interested parties
at a nominal charge to cover the cost of printing and handling.

During the development of the program, Quaker received help from over twenty food industry
authorities outside the company—such as trade associations, distributors, trade journals,
retailers, university professors, manufacturers, independent consultants, etc. These know-
ledgeable people provided resource materials and reviewed each Unit in each step of its de-
velopment.

The Quaker Nats Company does not intend to set itself up as an authority on the great number
and variety of facts, figures, and ideas presented. Many materials were examined, and the Units
represent what was filtered from these materials as being the most meaningful. The panel of
experts helped to determine what should finally go into each Unit.

The Quaker Oats Company thanks the following organizations and individuals—as well as
those distributors, retailers, and manufacturers not listed—whose unselfish assistance and

constructive comments helped make this program possible.

o Super Market Institute, Inc.—Dr. George Baker

o Cornell University—Dr. Wendell Earle and Dr. Earl Brown
Nationai Association of Retail Srocers of the United States—Mrs. Marie Kiefer and
Mr. Frank Brown

Waestern Michigan University—!>rof. Adrian Trimpe and Prof. Wiiliam Haynes
Progressive Grocer Magazine—Mr. George Kline

University of Virginia—Dr. Witliarn Kaven

National Association of Food (-hains

Al Bruno and Company—M:. Al Bruno (*'The Produce Department'’)

University of Delaware—Praf. Robert Bull

C. G. Bowes, Inc.—Mr. Cliff Bowes (‘‘The Meat Department’’)

Kansas State University—Prof. Bruce Chapman
National Cash Register Company (*‘The Front End")

To obtain the complete self-study program, consisting of the 13 Self-Study Units and the Study
Guide, contact the Sales Training Department, The Guaker Oats Company, Merchandise Mart
Plaza, Chicago, lllinois 60654. The price is $4.95 a set to cover the cost of printing and handling.
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HOW TO USE THIS STUDY GUIDE

This Study Guide is the "companion-piece” to the series of thirt. :n Self-Study _
Units on Retail Food Store Operations. It is intended to help you learn and retain
the information contained in each Unit, and to help you relate the information to
the conditions and situations in the store in which you work. The Guide covers

all thirteen Uniis.

To get the most from this Self-Study Program, it is suggested that this approach ]
be followed: |

e Immediately before beginning your study of each Unit, glance through
the pages of the Guide relating to that Unit,

e As you study the Unit, note any questions you might want to discuss
with the Store Manager or others in the space provided at the beginning ;
of each section of this Guide. :

e Study the Unit and complete the Self-Quiz at the end.

e Complete the questions marked with an asterisk (*) in the section of
this Guide relating to that Unit. (These questions can be answered
from your own experience or observation. )

e Discuss the remaining questions in the Guide relating to that Unit (and
any other questic1s you might have) with the owner or manager of the
store, or with others who can provide the needed information ( Depart-
ment Managers, Supervisors, etc.). Make notes on your discussions
in the space provided in the Guide.

e Follow the same procedure for each of the thirteen Units ir this series.

Before you begin Unit #1, it's suggested that you talk with the store owner or
manager to determine how he prefers to handle the discussions called for in this
Guide. Since he's a busy person with many tasks which require his attention, it
may be difficult for him to find time to discuss all the points relating to a partic-
ular Unit in one sitting. So, it might be a good idea to plan to discuss each Unit
in @ number of short sessions, rather than attempt to cover it all at one time.

The point is == be congiderate of his time, and try to schedule these ~iscussions
at his convenience ... even if it means having to come back to him a number of
times in order to complete your discussion of a given Unit.
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Another impor? *nt point regarding these discussions: All the information called

for in this Study Guide may not be readily available to the store owner oI manager.
And, some of the information called for may be considered confidential. So, if
the store owner or manager is unable to provide certain facts and figures, or if
company policy prohibits him from making them available to you, respect his
judgment.

A final point: In the course of your discussions, you will be making notee in this
Study Guide about many phases of the store‘s operations == {nformation that could
prove helpful to other stores that compete with the one in which you work. There=
fore, your study of this Program carries with it a responsibility to protect the
{nformation you receive. Unless your store owner or manager asks to see the Guide
in order to appraise your progress or asks you to turn it in to him at the completion
of the last Unit, don't let this Guide out of your possession,

Properlv used, this Study Guide can help you become more knowledgeable about
the industry and about the store in which you work. By guarding the information
you note in this Guide, you will be respecting a confidence and thereby evidencing
your ability to accept responsibility.

Good studying ... and good luck in your career in the food industry!

3




GUIDE FOR SELF-STUDY uUNIT #1

The Grocery Industry . . . Past, Present, and Future

Self-Study Unit #1 covers the history of the retail food industry’ and contains a
thumb-nail sketch of the industry today.

As you study Unit #1, note below any questions you might want to discuss later
with the Store Manager or your Department Marnager.

After studying Unit §1, fill out your knowledge: of both the industry and your

place in it in these two ways:

1.

Search out and study any books, periodicals, company brochures, or trade
publications (available at your local library, through the Store Manager, or
from other sources) which describe :

Discuss with your store owner or manager your own prospects for advance-
ment. Get his suggestions of things you might do to prepare yourself to
accept and handle additional responsibilities. With his assistance, try to
develop a plan of action toward a goal -- things you might do to develop
your knowledge and broaden your experience, in order to capitalize on your
strong points and strengthen your weak points. Make notes on the following

page.,

The history or background of the company for which you work.
The history of the retail food industry. l
The size and importance of the industry today.

Current trends and new developments in the industry.

Future prospects for the industry.







GUIDE FOR SELF-STUDY UNIT #2

From the Producer to the Consumer

Self=Study Unit #2 describes how products move from the producer to the retail
store and ultimately to the end-user, and how the buying function is handled at the
wholesale level.

As you study Unit #2, note below any questions you might want to discuss later
with the Store Manager or your Department Manager.

answer the following questions. You should be able to
answer those questions marked with anasterisk (*) from your own observation or
experience. Discuss the remaining questions (those without an asterisk) with the
store owner or manager, a Department Manager, Or others who can provide the in-
formction.

1. What are the store's total annual dollar sales? $

*2 ., Is the store classed as a supermarket? ... a superette? ... or a small store?

#3, Make sure you know the difference between a Chain, a Co-op, a Voluntary,
and an Unaffiliated Independent, List some local examples of each, and check
your answers with the Store Manager or your Department Manager.

® Chains: ® Voluntaries:
e Co-oOps: e Independents:
-3 -




4, Is your store:

] a Chain Unit?

[0 a member of a Voluntary Group?
[] a member of a Co-operative?
[0 an Unaffiliated Independent?

5. If the store is an Unaffiliated Independent, what are its chief sources of supply:

For Grocery Department items?
For Meat?
For Produce? __

For Frozen Foods?
For Health & Beauty Aids?
For other Non-Foods?

6. If the store is 3 member of 3 central buying organization, which of the following
f types of items are obtained from the organization's warehouse and which from

some other source outside the organization, or both?

warehouse other source
: e Grocery items L]
e Meat [
e Produce O
e Dairy items ]
e Frozen Foods C]
e Baked Goods [
e Health & Beauty Aids [
e Other Non-Foods ]

If the store is a Co-op or Voluntary, how are patronage dividends (if any)
apportioned to the member stores?




If the store is g member of 3 central buying organjization:

e What percentage of the store's inventory is obtained from the organization’s
warehouse ?

Where is the organization's buying headquarters located?

Where is the nearest warehouse located?

How are items ordered from the warehouse?

How often does the store place orders with the warehouse ?
Who determines which items the store will stock?

e Which types of products are "direct delivered” items?

e Who determines what items will be stocked by the warehouse?

e How does the headquarters® buying committee (if there is one) operate?

If your store is a_membe: of a central buying o tion:

e What is the store's policy with respect to private label products?

e What share of total store sales are accounted for by private label goods?

e What sort of advertising or merchandising effort (if any) do private label
goods receive?




e What, in the opinion of the Store Manager, are the major advantages and

disadvantages of private label products ?

*10, Based on your own observation, how do you think the store's customers feel

about private label goods ?

11. What is the store's policy regarding sales calls by manufacturers' represent=
atives and/or brokers' salesmen? (how often are representatives expected to

call, what are they permitted to do on a call, etc.)

or ideas does the Store Manager expect

12. What kind of assistance, information,
provide on their sales calls?

manufacturers' and brokers' representatives to

ERIC
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GUIDE FOR SELF-STUDY UNIT #3

The Supermarket Today

Self-Study Unit #3 contains some pertinent facts and figures about a typical super=
market. These are national average: which would obviously not all hold true for
your store and your company (if the store is a member of a central buying organi-
zation). However, to broaden your awareness and knowledge, it would be helpful
to see how this store compares to the nationzal averages and to the average for the

entire company.

After studying Unit #3, discuss the following points with the store owner Or manager
or with others who might be able to provide the information.

NOTE: In this discussion, you may find that some of the information called for on
pages 7 and 8.is not readily available or is considered confidential. If so,

skip over to page 9,

1. Below are listed the most important facts and figures contained in Unit #3
regarding THE OVERALL OPERATION of a supermarket. Opposite each point,
there is space to fill in the facts and figures applicable to the store in which
you work and to the company with which your store is affiliated or of which it

is a part.

Determine the figures that apply to the store in which you work* == and ; if
possible, the average for the company of which it is a part == and compare them
with the national averages. (If your store is not a member of any central buying
organization, disregard the column headed "Co. avg.")

Nat'l avg, This store Co, a
Annual dollar sales volume $1,425,000 $ $
Weekly dollar sales volume $27,500 $ $
Equivalent full-time employees 20 —_— R
Annual sales per full-time employee $70,000 $ $
Total square footage, overall store 16,000
Total square feet of selling space 10,700
Total number of items 6=7,000
Average sales per check=out counter $7,000 $ $
Size of average customer transaction $4,85 S___ S
Number of tiansactions per week 5,600
Number of transactions per check=-out 1,500
Thursday, Friday, & Saturday:
% of week's total transactions 65% % —_%
% of week's total dollar sales 75% I %
Gross margin, total store operation 18-20% % %
Net profit after taxes as a % of sales 1.2% % %

o




. Try to determine the following about THE VARIOUS DEPARTMENTS in your store ==
and, if possible, the averages for the company of which it is a part == and compare
them with the national averages you studied in Unit #3.

GROCERY DEPARTMENT NON=FOODS
Nat'lava, TIhisstore Co,avd. This store Co.avd,

% of total selling space SL% % % 10% % —_—b%
% of total number of items 63% % % 18% % %
% of total unit sales 53% b % 3% % —_—
% of total dollar sales 46% % % 5% % —%
% of total gross profit 44% % % 8% % —_—
Annual rate of turnover 20 — 13 —_— e

Average gross margin 20% —_——% % 30% I —_—b

% of total selling space 11% % % 10% % %
% of total number of items 5% % 3% % %
% of total unit sales 12% % % 11% % %
% of total dollar sales 24% - % % 7% % —%
% of total gross profit 21% % —_—% 10% % —%
Annual rate of turnover 58 — — 78 — —_—

Average gross margin 20% % % 28% —_—% —_—%

% of total selling space 5% % % 4% % %

% of total number of items 4% % 4% % %

% of total unit sales 10% % % 4% % %
% of total dollar sales 9% % % 4% % %

% of total gross profit 8% % % 5% % %
Annual rate of turnover 41 ——— — 39 —_— —
Average gross margin 17% —_— —_—> 7% —_—% —_—>

% of total selling space 4% % % X %
% of total number of items 4% —— —_—% X —_—% %
% of total unit sales 7% % S X —% _—>%
% of total dollar sales 5% % —_— X % —_—
; % of total gross profit 4% % % X % %
L Annual rate of turnover 125 — x —— —_—
Average gross margin 18% % % X —% —_—

a’




Discuss the organizational set-up of your store with the manager or owner,
Use the space below for notes of the key points discussed.

In this discussion, be sure to cover:

e What is the type of store organization -- single-line or dual-line -- and
what are the major advantages of this system?

e What are the job responsibilities of the various people working in the store?

e What are the lines of authority and responsibility between the various
members of the store staff, particularly the Department Managers?

e If the store is a member of a central buying organization, what company
personnel provide supervisio. and assistance to the-store ?




GUIDE FOR SELF-STUDY UNIT #4

Profit and the Supermarket

Seli-Study Unit #4 covers the many and varied factors affecting a store's profit.

As you study Unit #4 , note below any questions you might want to discuss later
with the Store Manager or your Department Manager.

After studying Unit #4, answer the following questions marked (*) and discuss the
others with your Store Manager or others who can provide the information.

1. Using the Profit and Loss Statement on page I-9 of Unit #4 as a guide, fill in
your store's per cent of sales for each of the major items below for the last
fiscal year. (NOTE: This information may not be readily available or may be
confidential. If so, skip to page 11. )

TOTAL SALES 100%
LESS: TOTAL COST OF GOODS SOLD - %
GROSS TRCTET -
EXPENELS:
Saleries and wages %
i Ren:
Wrapping, store supplies %
Advertising %
Prcmotion %
All other expenses %
TOTAL FIXED AND VARIABLE EXPENSES = %
OPERATING PROFIT %
OTHER PROFIT OR LOSS : %
PROFIT BEFORE TAXES %
‘ LESS: INCOME TAXES (est. or act.) = %
NET PROFIT AFTER TAXES %
-10 -
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2, If your store establishes a budget, who establishes it? How are sales,
margins, expenses, and profits forecast?

3. What is the weekly break-even point in sales for your store ? 8
... the anpual break-even point? $ .

L *4, Study one of your store’s recent newspaper advertisements. Look for and
note below examples of how the store attempts to attract more customers:

e "By advertising a variety of products with wide appeal to the people in the
trading area." Example:

e "By featuring popular items as traffic builders." Example:

e "By trying to create a favorable store image." Example:

® "By fostering the idea that regular customers get greater values week after
week, thus promoting customer loyalty." Example:

*5., Based on your own observation, check the advertising media used regularly by
your store, and circle the one which is most often used.

E [0 Newspapers [0 Radio
E [J Handbills and circulars [0 Television
O Other:

6. What is your store's (or your company's ) policy with respect to co-operative
advertising agreements? (How extensively are they used? How does the store
make sure it meets the performance requirements? Etc. )

-11 -




What types of short-term promotions have been used recently by your store (or
by your company)? Which have been most effective in terms of increased
customer trafiic, sales, and profit?

What long-term promotions has your store (or your company) used? Which
have proved most effective in terms of custorier traffic, sales, and profit?

What steps are taken or what procedures are followed by your store to ensure
that the proper variety of products and selection of brands is available at all
times? ... by buying headquarters (if the store is a member of a central buying
organization)?

10. What steps are taken or what procedures are followed at your store to ensure

that adequate gquantities of all items are maintained at all times? ... at the
warehouse (if the store is a member of a central buying organization)?

-12 =




11. Recarding the ordering of items at your store:

e Who determines what items and quantities to order? How?

e Who decides whether or not to stock a new item? How is the size of the
E initial order determined?

12. Regarding special displays in your store:

e What types of displays are most effective? Why?

e What display locations are most effective? Why?

e Who determines what items to display? How?

e Who decides what quantities to display and have as back-up stock? How?

-13 -




13. Regarding the pricing of items sold at your store:

® Who sets the prices of individual jtems? How?

® What is the store's policy on ==

-~ odd=-number pricing?

-- multiple pricing?

-~ loss leaders?

-- mark-~downs ?

14. Regarding the use of manufacturers' consumer promotions at your store:

e Who decides whether or not the store will actively support a particular
promotion? How?

® What types of promotions have proved mosi effective in increasing the store's
sales?

e What types are most profitable for the store ?




15. What is the store owner's or manager's attitude toward taking advantage of

suppliers' discounts , such as:

e Quantity discounts?

e Seasonal discounts?

e Cash discounts?

16. What is the store owner's or manager's attitude toward allowances and deals
offered by suppliers, such as:

e Co-operative advertising allowances?

e Promotional allowances?

e "Cents off" deals?

e "Free goods" deals?




17. What policies or procedures does your store have to protect against inventory
shrinkage due to:

e Shortages in in-coming shipments?

¢ Breakage and spoilage ?

¢ Pilferage by customers? .

¢ FPilferage by suppliers’ personnel?

o Pilferage by store employees?




18. Regarding scheduling the working hours of store personnel (both full-time and
part-time employees ):

e Who schedules personnel in the Meat Department, and how?

e Who scheduies personnel in the other departments, and how?

e Who schedules personnel at the Front End, and how?

*19, Be aware of the methods usad by the Store Manager and Department Managers

10 motivate their people in order to get maximum preductivity from each
employee. Note your observations below.

*20. Be aware of the methods used in controlling store supplies and utilities to

minimize waste. Note your ohservations below.




GUIDE FOR SELF-STUDY UNIT #5

The Supermarket Customer

Self-Study Unit #5 considers the psychology of the shopper, provides a thumb-
nail sketch of the typical supermarket customer, and suggests ways to use this
information in providing customer-centered sarvice.

After vou have studied Unit #5, complete the following "personal experiments" to

test the ideas contained in Unit #5 in your own day-to-day work. Work on each
experiment for a full week, then note your results in the space provided. The 5

experiments should take a total of 5 weeks. (NOTE: It's suggested you proceed
with your study of Unit #6 and the subsequent Units during this time rather than

wait until ycu've completed all 5 experiments. )

*Experiment 1. (first week)

On pages III-3 and III-4 of Unit #5, there are a number of suggestions of ways for
store employees to make each customer feel important. As your personal
experiment, make a conscious effort for an entire week to PUT THESE IDEAS INTC
PRACTICE (or think of others which might be more applicable for your particular
job) in your contacts with customers. Note your results below:

e In general, what reactions did you receive from sheppers when you made a
point to say or do something to make each customer feel important?

e Whi<h of the things that you did or said to make customers feel important worked
most effectively?

-18-
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What types of customers ceemed most responsive? (young or old? men or
women? etc.)

W TR AR TR A

What types of customers seemed least responsive?

Did you notice any different reactions from shoppers at different times of the
day, or on different days of the week? If so, what ?

-—

® What has this experiment meant to you in terms of personal satisfaction,
enjoyment of your work, etc.?

® What do you feel you've learned about people in general, and shoppers in
particular, as a result of this experiment?




*Experiment 2. (second week)

On pages III-5 to 1II-7 of Unit #5, you read of some ways to show a special
' by asking questions and making suggestions.

As your second personal experiment, for an entire week make a cons cious effort
to PUT THESE IDEAS INTO PRACTICE -- try out some of the examples of questions
and suggestions in your contacts with customers. Then summarize your results

below:

® In general, how did shoppers respond when you made a point to show a special
interest in each customer's needs ?

® What types of guestions did you find most effective? (Try to be specific)

® What types of gsuagestions did you find most effective? (Again, be specific)

® What types of customers seemed mostresponsive to your questions and
suggestions ?




® What types of customers seemed least responsive to your questions and
suggestions ?

® Did you notice any different reactions from shoppers at different time of the day,
or on different days of the week? If so, what?

® What has this experiment meant to you in terms of personal satisfaction,
enjoyment of your work, etc.?

® What do you feel you've learned about people in general, and shoppers in
particular, as a result of this experiment?
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and on mmmmmummm-mm& As
your third personal experiment, make a conscious effort to PUT THESE IDEAS INTO

PRACTICE for a full week in handling any customer complaints and any difficult
situations that might arise. Then, summarize your results below:

® In general, what response did you receive from shoppers when you followed
the suggestionus in Unit #5 for handling customer complaints and difficuit

situations ?

® What types of Wmmms.dm you encounter most often? How did you
handle them?

® What types of difficult situations did you encounter most often? How did you
handle them?




e Describe one unusual customer complaint or particularly diificult situation
you handled well in the past week, tell how you handled it, and describe the

customer's reactions.

e What has this experiment meant to you in terms of personal satisfaction,
enjoyment of your work, etc.?

e What do you feel you've learned about people in general, and shoppers in
particular, as a result of this experiment?

e
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sExperiment 4. (fourth week)

On page I1I-11 of Unit #5, there are a number of suggestions of ways for store
employees to take pride in doing the "little things" right by going out of their

way to do a bit more than is axpected of them. As your fourth personal experiment,
review these suggestions and choose the ones that apply to your own particular

job (or think of others which also apply). Then, for a full week, make a conscious
effort to PUT THESE IDEAS INTO PRACTICE in your own work. Note your results:

e In general, how did shoppers respond to your willingness to do more than expected
of you?

e Which of the things that you did or said seemed to work most effectively?

e What types of customers seemed most responsive ?

| ERIC - 24 -
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e What types of customers seemed least responsive ?

e What hos this experiment meant to you in terms of personal satisfaction,
enjoymant of your work, etc.? _

e What do you feel you've learned about people in general, and shoppers in
particuler, as a result of this experiment ?
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*Experiment 5. (fifth week)

Page III-12 of Unit #5 contains some ways to always display a friendly, helpful
attitude. Review this page and, for an entire week , make a conscious effort to
PUT THESE IDEAS INTO PRACTICE in your daily work. Summarize your results

below:

e In general, how did shoppers respond to your effort to always display a friendly,
helpful attitude?

e Which of the things thai you did or said seemed to work most effectively?

® What types of customers seemed most responsive ?
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® What types of customers seemed least responsive?

e What has this experiment meant to you in terms of personal satisfaction,
eajoyment of your work, etc.?

® What do you feel you've learned about people in general, and shoppers in
particular, as a result of this experiment?

L ol
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GUIDE FOR SELF-STUDY UNIT #6

The Grocery Department

Self-Study Unit #6 covers the Grocery Department == the largest of the six major

departments in a typical supermarket.

As vou study Unit 6, note below any questions you might want to discuss later
with the Store Manager or the Grocery Department Manager.

#6, complete the following questions marked
jence, and discuss the others with your Store
er, or others who cen provide the information.

' After you have finished studying Unit
- (*) from your own observation or exper
. Manager, the Grocery Department Manag

ery Department in your store, paying particular attenticn

the location and layout of the department. In the
-1 might want to discuss later with

%*]1. Go through the entire Groc
to following items regarding
space provided, make notes of any points ;.
your store Manager or Grocery Department Manager.

[0 The location of the departmen. in relation to the other departments.

[J The location of the various sections within the department.

[] The various types of gondolas used in the department.

[] The customer traffic patterns in the department .
- 928 -




2. Complete the following table covering the personnel employed in the Grocery

Department.
Part- Full-
Name Iob title time time  Majorre
O o
O O
O d
O O
O 0O
L] L
L L
— B
0 o
O o

3. Regarding the allocation of space in the Grocery Department:

® How is space in the department allocated among the various Sections or
Product Categories?

® How is space allocated among the various products, brands, and sizes
within each section or product category?
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® Who determines the location of the various Sections in the department? How?

® Where are the major high-demand items and impulse items located?
{ Scattered throughout the department? In prime traffic locations? Etc.)

Regarding the sales performance and profitability of various Grocery Department
items in your store: (NOTE: All this information may not be readily available. )

® What 3 product categories provide the highest rate of turnover?

1) 3)

2)

® What 3 product categories provide the lowest rate of turnover?

1) 3)

2)

® What 3 product categories account for the highest weekly unit sales?

1) 3)

2)

e What 3 product categories produce the highest weekly dollar sales?

1) 3)

2)
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What 3 product categories provide the highest weekly dollat sales per linear
shelf foot?

1) 3)

2)

What 3 product categories provide the highest weekly gross profit?
1) 3)

2)

What 3 product categories provide the pighest weekly gross profit per linear
shelf foot?

1) 3)

2)

What 3 product categories provide the highest penny profit per unit?

1) 3)

2)

What 3 product categories provide the lowest penny profit per unit?

1) 3)

2)

What 3 product categories provide the highest annual return on inventory
investment?

1) 3)

2)

What 3 product categories provide the lowest annual return on inventory
i nt

1) 3)

2)




What steps does your store take in order to:

e Maintain full=stocked shelves?

e Avoid out-of=-stock conditions?

e Satisfy customers if an out-of-stock condition should arise?

Regarding the shelving of grocery items, how does your store determine:

e The number of facings an item shou!d have?

e The shelf height at which an item should be located?

e The shelf position an item should occupy?

7. What steps are taken or what procedures are follow=d at your store to overcome
or minimize the problem of shortage of space in the Grocery Department?




Regarding ggmggummmmgﬁ in the Grocery Department of your store:

e Who is responsible for checking the condition and freshness of in-coming
goods, and how is this done?

e What procedures are followed to spot damaged or outdated goods on the
shelves of the department?

e What is the store's policy with respect to manufacturers' promotions ("cents
off" deal packs, premium offers, etc. ) which are no longer in effect?

e What are the department's employees instructed to do with an item that has
become damaged or out-of-date? ‘

e How do manufacturers handle the return for credit or payment of items that
are damaged or out-dated ?

PRI .
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9. What portion of. the items stocked in the Grocery Department of your store sell:

e More than one_case per week?

e More than two cases per week?

e More than six cases per week?

e More than ten cages per week?

10. Regarding the ordering of products for the Grocery Department:

e How (and how often) do the department's personnel count shelf stock? ...
Back=room stock?

e How (and how often) are Grocery Department items ordered ?

. 11. Regarding the receiving and storing of Grocery Department items in your store:

e How often are deliveries made to the store from the warehouse ?

® 'Who is responsible for supervising unloading and stocking operations?
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e What is the store owner's or manager's attitude toward the use of a night
crew for unloading and stocking? (advantages and disadvantages, etc.)

e How is the back room arranged for easy receiving and handling?

e What security measures are taken during the receiving operation to prevent
against --

-~ shortages in in-coming sHfipments?

-- pilferage ?

e What steps are taken to ensure that proper stock rotation procedures are
followed ?




l

12. Regarding the stocking of shelves in the Grocery Department:

e How (and how often) is shelf stock chscked and replenisted, if necessary?

e What is the procedure for price-marking items to be put on the shelves?

e What steps are follcwed to ensure that the old stock of an item is sold
before the newer stock?

e What is the store owner's or manager's attitude toward the tray~pack method
of stocking shelves? (advantagrs and disadvantages, etc.)

e What is the procedure for handling price changes in the department?

'EC - 36 -
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GUIDE FOR SELF-STUDY UNIT #7

it

The Mea: Department

Self-Study Jnit #7 covers the Meat Department, considered by many to be the most
important department in a supermarket.

As you study Unit #7, note below any questions you might want to discuss later
with the Store Manager or the Meat Department Manager.

After studving Unit #7, answer the follocwing questions. [hose questions marked
(*) can probably be answered from your own observation and experience. The re-

maining questions should be taken up in a discussion with your Store Manager, the
Meat Department Manager, or others who can provide the needed information.

*]1. Notice the location and layout of the Meat Department in your store. Pay
particular attention to the following. In the space provided, note any points
you might want to discuss later with your Store Manager or Meat Department

Manager.

[] The location of the department in relation to the other departments.

[J The types of display cases used in the department.

[0 The location of the various types of products in the department.

[] The arrangement of individual items in the display cases.

[] The customer traffic flow into and through the department.




[J The location of the display cases in relation to the cuiting and wrapping
room, and the backroom cooler.

[0 The location of the display cases in relation to outside doors, air condi-
tioning ducts, dusty areas, etc. (drafty and dusty areas).

. 2. Complete the following table coverinc the personnel employed in the Meat

Department.
Part- Full-
Name Tob title time time  Major responsibilities
O O
— o 0O
a O
O O
O O
O O
—- O O
O 0O
- o 0O
O O

3. 1Is your store's Meat Department a self-service, semi self-service, or butcher-
service department? What are the store owner's or manager's chief reasons

for having that type of department?
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4. Regarding the gllocation of space in the display cases of the Meat Department:

e Bow is space in the department allocated among the various Sections or
types of meat?

e How is space allocated among the various products within each Section or
among each type of meat?

e Who determines the location of the various Sections in the department? How?

e What are the major high-demand items and where are they located? The
major impulse items? (Scattered throughout the department? In prime
traffic locations? Etc.)
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8.

The following table shows the national averages for the % of total dollar sales
and the % of margin by type of meat you studied in Unit #7. Complete the
table by filling in the comparable figures for your store and, if possible, for
your company .

(NOTE: In some cases, these figures may not be readily available or they

may be considered confidential. Also, in some stores, a break-down of total
tonnage by type of meat is available, but not a break-down by sales; if so, fill
in these figures.)

Type of  Share of Department Sales % of Gross Margin_

Meat  Nat'l avg, Your store Your Co, Nat'l avg, Your store Your Go,
Beef 35-45% % % 12-18% % %
Pork 10-13% % % 19-35% % %
Lamb 2-3% % % 19-35% % %
Veal 1-2% % % 19-35% % %
Luncheon 10-14% % % 18-35% % %
Smoked 12-20% % % 13-30% _% %
Poultry 15-18% % % 8-15% % %
Fish 4-10% % % 15-35% % %
Variety 1-2% % % 15-35% % %

What is your store owner's or manager's attitude toward a 9-grade Beef system?
(advantages and disadvantages, etc. )

What grade (or grades) and brand (or brands ) of Beef are sold in your store?

What method of pricing meat is used in your store? How does it work?

- 40 -




9. Regarding the packaqing of megts in your store:

e What types of packaging materials are used to maintain product visibility,
quality, and appearance?

e If your store's Meat Department is a self-service department --

-- what steps are taken to ensure that the portion exposed to shoppers'
view is representative of the whole piece?

-= how and where is the label affixed to each package of meat?

-= what does the label show?

-- what steps are taken to protect the quality and appearance of each package
of meat?
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10. Regarding the promotion of meat in your store:

e What types of promotions seem to work most effectively?

e Where are feature items usually located in the department's display cases?

e How are shoppers' attention drawn to feature items?

11. What is your store's policy regarding cutting tests? (how often used? ...
purposes? ... method of conducting tests? ... etc.)

12. What steps are taken to minimize the problem of ghrinkage of meat in your store?
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13. What is done to minimize bacterial deterioration of meat in your store?

14. What steps are taken to minimize the problem of discoloration of meat in your
store?

15. Regarding the ordering of meat in your store:

e What are the most important factors to be consiaered in selecting suppliers
of meat?

e How (and how often) is display case stock checked? ... cooler stock ?

e How (and how often) is meat ordered? By whom?




| 16. Regarding the receiving, handling, and storing of meat in your store:

e How often are deliveries made to the store?

e Who supervises the unloading and stocking operations?

e In what form are products received at the store? (carcasses, hindquarters
and forequarters, primal cuts)

e What procedures are followed in unloading the delivery trucks and moving
products into the coolers?

E‘ e Where are products stored until they're prepared for sale? How (and at
what levels ) are temperature and humidity controlled to maintain freshness

and appearance ?
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17. Regarding the cutting, trimming, and packaging of meats in your store:

® Where is meat cut and {rimmed into finished retail cuts? What are the
advantages of handling the cutting and trimming there?

e Who handles the packaging operation? What type of equipment is used?

® What system of code~dating packages is used?
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GUIDE FOR SELF-STUDY UNIT #8

The Produce Department

Self<Study Unit #8 covers the Produce Department == one of the most important and
certainly one of the most appealing and attractive departments in a supermarket.

As vou studv Unit #8, note below any questions you might want to discuss later
with the Store Manager or the Produce Department Manager.

, answer the questions below either from your own experience
and observation or in discussions with your Store Manager, the Produce Department
Manager, or others who can provide the information.

b *]1, Observe the location and layout of the Produce Department in your store, paying
particular attention to the following. In the space provided, note any points
you might want to discuss later with your Store Manager or Produce Department
Manager.

[0 The location of the department in relation to other departments.

[0 The location of the department in relation to the produce preparation room.

[0 The types of display cases used in the department.

[0 The location of the various types of display cases (wet rack, dry rack)
or types of products (fruits, vegetables, etc.).

[0 The width of the aisles in the department.




[0 The location of the weighing or customer service station, if any.

[0 The availability of space for special displays and the location of special
displays.

[0 The arrangement of products in the display cases.

[0 The customer traffic flow into and through the department.

2. Complete the following table covering the personnel employed in the Produce

Department.
Name Iob title % ﬂ:: Maior resoonsibjlities
O 0O
— O O
O 0O
O 0O
O o
O C

3. Is your store's Produce Department a clerk-service or a customer-service
department? What are the store owner's or manage:'s chief reasons for having
that type of department?

- 47 -




4.

Regarding the allocation of space in the Produce Department of your store:

e How is space in the department allocated to the various types of produce?

e Who determines the location for each type of produce? How?

e What portion of the department's total space is devoted to special displays?

Regarding the pricing of produce in your store:

® What method of pricing is used?

® What is the store's policy on mark-downs of produce items?
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6.
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Regarding the packagina of produce in your store:

® What types of packaging materials are used to maintain product visibility,
quality, and appearance?

® If your store's Produce Department is a self-service department —-

== what steps are taken to ensure that the surfaces of a package exposed to
shoppers' view are representative of the contents of the entire package?

—- how and where is the label affixed to each package of produce?

-= what does the label show? -

-- what steps are taken to protect the quality and appearance of ea. h
package of produce?
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*7. Regarding the displav of produge in your store:

8.

e To what extent are products displayed in the department ==

-- by use?

-= by color contrast?

e How are the major high-demand items and impulse items displayed?
(Scattered throughout the department? In prime traffic locations? Etc.)

e How and where are seasonal items displayed?

e What steps are taken to ensuie that displays are kept full and inviting at all
times ?

Regarding the promotion of produce in your store:

e What types of promotions seem to work most effectivelv?
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e Where are feature items displayed in the department?

e How are shoppers' artention drawn to feature items?

e How extensively are extension displays used?

9. What is done to minimize the problem of gshrinkage of produce: in your store?

10. What steps are taken to minimize gpgi’age of produce In vour store ==

-=- in the backroom storage room and cooler?

~= in the display cases?
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11. What is done o minimize damaged goods in your store ?

12. What is done to eliminate weighing errQs in your store?

13. Regarding the ordering of produce in your store:

e How ’and how often) is shelf stock checked? Reserve stock?

s How (and how often) is produce ordered? By whom?

¢ How does the seasonal availability of produce affect the store’s ordering
procedures ?
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14. Recarding the recejving. handlinga. and storing of produce in your store:

e How often are deliveries made to the store?

e Who supervises the unloading and stocking operations ?

e What procedures are followed in unloading the delivery trucks and moving
products into storage?

e Where are products stored until they're prepared for sale? How (and at what
levels) are temperature and humidity controlled to maintain freshness and
quality? :

e What happens to produce items from the time they're taken from bulk storage
tiil they're put ovt for sale in the display cases?

e What system of code-dating produce is used?




GUIDE FOR SELF-STUDY UNIT #9

The Dairy Department

Self-Study Unit #9 covers the Dairy Department -- a stable contributor to store
sales and profits.

Wﬂ_ﬂ, note any questions you might want to discuss later with the
Store Manager or the person ir charge of the Dairy Department.

A

ul studjed answer the following questions. Those questions

marked (*) can be answered from your own experience and observation, but the
remaining questions should be discussed with your Store Manager or others who |
can provide the information. |

*].

Inspect the Dairy Department, paying particular attention to the following items
regarding location and layout of the department. In the space provided, note
any points you might want to discuss later with your Store Manager or the person
in charge of the Dairy Department. i

[l The location of the department in relation to the other depariments.

[0 The type of layout of the department (straight-line, split, or L-shape).

Cl The location of the various sections within the department.

O The types of display cases used in the department.

|

-

[0 The arrangement of items in the display cases. 1 ;
i




e —

[0 The location of the departm2nt in relation to the backroom cooler.

[0 The customer traffic flow into and through the department.

2. Complete the following tablc covering the personnel employed in the Dairy

Department.
RBart- Full-
Name Iob title tine time Maior resvonsibilities
0 O
O 0 i
O O

3. Regarding the allocation of space in the Dairy Department :

e How is space allocated mong the various Sections or product categories ?

e How is space allocated among the various products, brands, and sizes
within each Section or product category?

e Where are the major high-demand items located?
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e Where are the major impulse items located?

Fill in the % of total dollar sales in your store (and, if possible, in your
company) for the major high-demand items in the Dairy Department. (For
purposes of comparison, the national averages you studied in Unit #9 are

given below. )

Product

Milk 35% - % %
Eggs 15% — % —_%
Margarine 14% —_ % — %
Ice Cream 10% - % —%
Butter 6% % —%

Regarding the displav of dairy items in your store:

® Which of the four approaches to display of high-demanrd items are used in
your store? *

[0 Scattered throughout the department.
[0 Positioned together at the end of the traffic flow.

[0 Displayed on the bottom éhelf , with semi-demand items on the middle
shelves and impulse items on the top shelves.

O Grouped vertically in the center of the department.
® To what extent are products displayed in the department ==

-- by color combinations ?

-= by color contrast?
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7.

8.

. L . d s
Regarding the promotion of dairv items in your store:

e To what extent are special displays used? What types of displays? For
what products ?

[

e To what extent are merchandising materials (such as shelf valker, product
spotters, and signs) used?

e What types of promotions are most effective in the department?

e How extensively is sampling used?

What steps are taken to overcome the problem of sanitation in the department?

e How often are the display cases cleaned?

e How are they cleaned?

What is done to minimize the occurance of damaged and outdated goods in your

store?
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9. Regarding the ordering of dairy items in your store:
. )

e Which items are "direct deliveted" items (déli.vered by the suppliers' trucks
and stocked cirectly into the disvlay cases )?

¢ What precautions are taken to prevent shortages in direct delivered items?

e Hcw often does the store receive deliveries of the various major dairy items?

-= Milk
-=- Eggs

-=- Margarine

-= Jce Cream

-= Butter |

-~ Cheese

10. Regarding the receiving, handling, and stoning of dairy items at your store:

e What advance preparations are taken before scheduled delivery of items to
be placed -- |

-- directly in the display cases?

-- in the reserve cooler?
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® Who supervises the unloading and stocking operations?

® What system of stock rotation is used --

== for the display case stock?

-- for reserve stock?

® What temperature and humidity levels should be maintained ==

-- in the display cases?

== in the reserve cooler?

® What steps are taken to ensure that proper temperature and humidity levels
are maintained -

-- in the display cases?

-=- in the reserve cooler?
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GUIDE FOR SELF-STUDY UNIT #10

The Frozen Foods Department

Self-Study Unit #10 covers the Frozen Foods Department -- a department that
provides outstanding potential for increased sales and profits.

As you study Unit #10, note any que stions you might want to discuss later with

the Store Manager or the person in charge of the Frozen Foods Department.

After you have studied Unit $10, complete the following questions marked (*) from
your own observation or experience, and discuss the others with your Store Man-

ager or others who can provide the information.

*1. Look around the Frozen Foods Department in your store, paying particular
attention to the following items regarding the location and layout of the de-
partment. In the space provided, make notes of any points you might want to
discuss later with your Store Manager or the person in charge of the Frazen

Foods Department.

[ The location of the department in relation to the other departments.

[0 The types of display freezers used in the department.

[] The arrangement of products in the display freezers.

[0 The location of the department in relation to the backroom storag:. freezer.

(] The customer traffic flow into and through the department.
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Complete the following table covering the personnel employed in the Frozen
Foods Department.

2,

ame Job title Part- ull- Major responsibiljties
time time
O 0O
- L] O
o O
O C

3. Regarding the allocation of space in the Frozen Foods Department in your store:

e How is space allocated among the various product categories?

e How is space allocated among the various products, brands, and sizes
within each Section or product category ?

e What are the major high-demand items and where are they located? The

major impulse items?

-61-

Al et it i i 4 S A
il DRt Abein S W TATTRTE RN TR AT TR e N T A R A R T R A AN

©

ERIC

Aruitoxt provided by Eic:

foates .




FEOMTERTYTR T

WLat percent of total doilar sales in the department is accounted for by
frozen juices? % By frozen vegetables? %

o

What is the average margin on frozen juices? % On frozen vege-
tables? %

Regarding product management in the Frozen Foods Department of your store:

e How does the store achieve a balance between established and new items?
What factors are considered regarding whether or not to stock a new item?

e How does the store try to achieve a balance between basic items and
specialty items? What types of specialty items seem %o sell best in your

store?

e What steps are taken to eliminate slow-moving items?

® What is done to avoid out-of -stock conditions?
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¢ What is th. store's policy regarding the number of brands to stock -~

-~ for slow-moving items?

-- for faster-moving items?

*6, Regarding the display of frozen items in your store:

® Where are the major high~demand items located? Where are semi-demand
items and impulse items located in relation to the major high-demand items?

® To what extent are special displays used in the department? What types of
displays? For what products?
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Regarding the promotion of frozen foods in your store :

® To what extent are frozen items featured in the store's advertisements?
What types of items, generally?

7.

® What does the store do to call shoppers’ attention to featured items?

® What types of promotions are most effective in the department?

“ ® How extensively are frozen items sampled in your store? What types of
items?
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8. Whatis donetoensurethat frozen foods are maintained at the proper temperature:

® In the display cases?

® In the backroom freezer?

9. Regarding the maintenance of equipment in the Frozen Foods Department :

® How (and how often) are the frdzen foods cases défrosted and cleaned?

® How (and how often) is the backroom freezer defrosted and cleaned?

e o w T IR T TR R R ST e TS R

10. Regarding the stocking of display cases in your store:

® Wuat is done to ensure that frozen foods are price-marked and put into the
display cases quickly?

e What is done to ensure that display cases are stocked to the proper level ?

® What is done to prevent out-of-stock conditions in the department?
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11. Regarding receiving, handling, and rina of frozen foods in your store:

e How often are deliveries made to the store?

® Who supervises the unloading and stocking operations? |

® What advance preparation is required before in-coming shipments of frozen
items arrive?

e What procedures are followed in unloading delivery trucks and moving
products immediately into the storage freezer?

12. What is the store's policy regarding the bagging gfﬁfrozen foods at the check-
out counters?

\f
{1
L
|
L
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GUIDE FOR SELF-STUDY UNIT #11

The Ba_kery Department

Self-Study Unit #11 covers the Bakery Department -~ another stable contributor
to store sales and profits.

As you study Unit #11, note any questions you might want to discuss later with the
Store Manager or personnel in charge of the Bakery Department.

After you have studied Unit #11, answer the following questions, either from your
own experience and observation or as a result of discussion with your Store
Manager or others who can provide the information, '

THE BAKED GOODS DEPARTMENT

*]. Look around the Baked Goods Department in your store, paying particular
attention to the location and layout of the department, especially the following
items. In the space provided alongside each item below, note any points you
might want to discuss later with your Store Manager or the person in charge of

the Baked Goods Department.

[0 The location of the department in relation to other departments.

[J The types of gondolas used in the department.

[0 The arrangement of items in the department. (horizoatal, "sandwich”,
scattered, or vertical layout).

[0 The location of the department in relation to ==

-- the On-Premise Bakery.

-- the Fancy Baked Goods Section.

-= the Bake-Off Operation.
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[0 The customer traffic flow into and tl'irough the department.

« [0 The location of the department as an influencer of store traffic patterns.

Complete the following table covering the personnel employed in the Baked
Goods Department.

Part= Full-
Name Job title time time  Maior responsibilities
O O
_ 0 o
O 0O
. O O

3. Regarding the allocgtion of space in the Baked Goods Department:

o How is space allocated among the various product categories?

e What are the major high-demand items and where are they located? The major
impulse items?
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4.

*5.

Regarding the pricing of baked goods in your store:

e What method of pricing is used?

e What is the store's policy on mark-downs of day-old baked goods or stales?

Regarding the display of biked qoods in your store:

e To what extent are products displayed in the department -~

-= by end-use?

-= by color contrast?

e To what extent are special displays used? What types of displays? For what
products ?

e Where are seasonal items displayed?

e Where are feature items displayed?
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6. Regardinc the promotion of baked goods in your store:

e What types of promotions aré most effective?

e What is done to calf shoppers' attention to featured items?

e To what extent is sampling used? What items are sampled?

7. What is done to minimize the problem of dama ged goods in your store?

8. What is the store's policy regarding outdated goods ?
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Regarding the ordering of baked goods in your store:

® Who determines the quantities of items to be ordered? How? _

9.

® Which baked items are "direct delivered” items? —

® How many suppliers of baked goods does the store use? :

10. Regarding the recei ndlin nd storing of ed goods in your store:

® How often are deliveries made to the store?

® Who supzrvised the delivery of direct delivered items?

® Where is reserve stock of baked goods stored until st wved?

® What stock rotation procedures are used to ensure freshness of items offered
for sale in the Baked Goods Department ?

-71 -
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THE FANCY BAKED GOGDS SECTION

#11. If your store contains a Fancy Baked Goods Section, inspect the Section
paying particular attention to the following items regarding the location
and layout of the Section. In the space provided, make notes of any points
you might want to discuss later with your Store Manager or the person in

charge of the Section.

[J The location of the Section in relation tc other departments. |

[0 The types of display cases used in the Section.

[0 The arrangement of items in the Section.

[J The customer traffic flow into and through the Section. __

12. Regarding the allocation of space in the Fancy Baked Goods Section: ;

@ How is space allocated among the various types of products?

® What aré the major high-demand items and where are they located?
The major impulse items?




13. Regarding the pricing of Fancy Baked Goods in your store:

® Is the Section owned and operated by the store or by an outside
baking company?

® If owned and operated by the store --

-- What metnod of pricing is used?

-- What is the store's policy on mark-downs?

® If operated by an outrside baking company --

-- To what degree does the store have a voice in the prices charged
for the items sold?

-- How much does the store receive for permitting the Section in the
store? On what basis is the payment figured? (percentage of
dollar sales? flat monthly rental? percentage of gross profit? etc.)

| %14, Regarding the display of Fancy Baked Goods in your store:

® To what extent are products displayed in the Section ==

-- by end-use?

L -- by color combinations ?
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® To what extent are special displays used? What types of displays?
For what products?

® Where are feature items displayed?

15. Regarding the promotion of Fancy Baked Goods in your stors:

® What types of promotions are used? Which types are most effective?

® What is done to call shoppers' attention to featured items?

® To what extent is sampling used?

E -
16. Regarding damaged and outdated goods in the Fancy Baked Goods Section:

® What is done to minimize the problem of damaged goods?
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e What is the store's policy regarding outdated Fancy Baked Goods? ;

17 .. Regarding the receiving, storing, and handling of Fan ed Goods in

your store:

e How often are deliveries made to the store? .

e How much reserve stock of items :s delivered? Where is reserve stock
kept?

e What stock rotation procedures are used to ensure freshness of items
offered for sale in the Fancy Baked Goods Section?

THE ON-PREMISE BAKERY OR BAKE-OFF OPERATION

*18, If your store contains an On-Premise Bakery or a Bake-Off Operation, 3
observe the operation, paying particular attention to the location and layout. :
In the space provided below, note any points you might want to discuss ;
later with your Store Manager or the Manager of the baking operation. 3

[0 The location of the operation in relation to other departments.,

[] The types of display equipment used in the operation.
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O

The arrangement of items in the display cases.

O

The customer traffic flow into and through the display area.

[] The types of baking equipment used in the operation.

[[] The flow of products from the ingredient or semi-finished stage to the
finished stage.

19. What is the store owner's or manager's attitude toward an On-Premise Bakery
and a Bake=Off Operation? (advantages and disadvantages)

20. Regarding the pricing of fresh-baked goods in your store:

e Is the operation owned and operated by the store or by an outside baking
company?

e If owned and operated bx the store ==

-~ What is the operation's "break=-even point" in terms of weekly dollar
sales?

-=- What method of pricing is used?
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-= What is the store's policy on mark-downs? .

e If operated by an outside <-aking comipany ==

== To what degree dqes the store have a voice in the prices charged
for items sold? =

-~

-= How much does the store receive for permitting the operation in the
store? On what'lg'asis is this payment figured? (percentage of
dollar sales? f_la_tmonthly rental? percentage of gross profit? etc.)

21. Regarding the display of fresh-haked goods in your store:

e How are products disﬁlayed?

e To what extent are special displays used? What types of displays?
For what products?

e Where are feature items displayed?
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22. Regarding the promotion of fresh-baked goods in your store:

e What types of promotions are used? Which types are most effective?

e What is done to call shoppers' attention to featured items?

e To what extent is sampling used ?

23. Regarding damaged and outdated goods in the On-Premise Bakery or the {
Bake=-Off Operation: : !

e What is done to minimize the problem of damaged goods?

e What is done with products that are damaged in baking or through
; careless handling?

e What is the store's policy regarding outdated goods ?

.

24, Regarding the receiving, storing, and handling of ingredients or semi-

finished goods in your store:

e How are products ordered? By whom?
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® How are production schedules determined? By whom?

® How often are deliveries made ?

® How and where are products stored until used?

25. What are the major problems of an On-Premise Bakery, and what procedures
or policies are followed to minimize or overcome them?

26. What are the major problems of a Bake=-Off Operation, and what procedures

or policies are followed to minimize or overcome them ?
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GUIDE FOR SELF-STUDY UNIT #12

The Front End

Self-Study Unit #12 covers the Front End == probably the most important area of the
store from the standpoint of building customer satisfaction and good will.

, note any questions you might want to discuss later with the
Store Manager or the Front End Manager or Head Checker.

! , complete the following questions. Those questions
makred (*) can probably be answered from your own experience or observation, and
the others can be answered as a result of discussions with your Store Manager, the
Front End Manager or Head Checker,-or others.

%x]1. Observe the operation of the Front End_. paying particul~r attention to the
\ocation and layout of the operation. In the space provided for each item
below, note any points you might want to discuss later with your Store
Manager or the Front End Manager or Head Checker.

[ The 'acati~r. ~f the crurtesy booth ir relation t» the checkstands.

O 7T

[0 The vse of express check=-out lanes, and their location in relation to
other checkstands and to the courtesy booth.

O The types of checkstands used.

-

[0 The types of cash registers used at the check=-outs.

[0 The special items of equipment which add to the efficiency of the check-
out operation.
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O The steps in completing a customer transaction.

O The steps in bagging a-customer's purchase.

[0 The methods used in carrying-out customers' purchases.

2. What procedures are followed in handling bottle returns in your store?

3. What is your store's policy regarding merchandise returns ?

-

4. What procedures are established to facilitate handling of customer complaints

in your store?

5. What is your store's policy regarding cashing checks for customers?

e ok S A s 2 7t

6. Regarding merchandising at the Front End in your store:

e What types of displays are used near the front entrance? What types of

products are displayed?
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e What types of displays are found m_gj_me_ghe_ch&tnndﬁ ? ‘What types
of products are displayed? ‘

e What types of displays are used mndj;g_chquﬁiﬁndﬁ? What types
of products are displayed?

e What types of displays are used W&m, near the exit?
What types of products are displayed?

K possible, determine the following regarding the operations of the Front End in
your store. For purposes of comparison, the figures you studied in Unit #12 are
given below. (NOTE: Some of the figures called for below might not be readily
available or might be confidential. )

Unit #12 Your Store

e total number of customer transactions

handled per week 5,600
® customer transactions per week per

checkstand 1,500
e amount of average customer transaction $4,.85
e total sales per checkstand per week $7,000
e transactions per hour, checker 25
e transactions per hour, checker-bagger 43
e transactions per hour, checker-bagger-

cashier 72
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8. What are checkers instructed to do:

e When they encounter an item that is not price-marked or that has an
illegible price-marking?

e When they have discovered they've made an error in ringing-up a customer's
purchase?

e When they have discovered they've made an error in making change?

e When they suspect a shopper is attempting to shop-lift?

9. How ave checkers notified about price-changes? ... the prices of special-sale
items? ... other prices?

10. What type of customer carry-out system is used in your store? What is your
store owner's or manager's attitude regarding this system? (advantages and
disadvantages) _
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GUIDE FOR SELF-STUDY UNIT #13

Other Departments in the Supermarket

Self-Study Unit #13 covers the "other" departments in the supermarket -- the x
Delicatessen; Non-Foods; the Beer, Wine, and Liquor Department; and the ;

Pharmacy.

As you study Unit #13, note any questions you might want to discuss later with
the Store Manager or others.

After you have studied Unit #13, answer the following questions. Questions marked ;
(*) can be answered from your own experience or observation. The other questions i
should be discussed with your Store Manager, the managers of these "other" depart- ,
ments, or others who can provide the information. :

THE DELICATESSEN DEPARTMENT

*]1, If your store contains a Delicatessen Department, observe the department's |
location and layout, paying particular attention to the items below. Use the L
space provided for notes of points you might want to discuss later with your ;

Store Manager or the Delicatessen Manager.

[0 The location of the department in relation to other departments.

[J The types of display equipment used in the department.

[J The arrangement of items in the display cases.

[J The types of food-preparation equipmant used in the department.

[] The steps in preparing items for sale.
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[] The other services offered by the department, such as -~

-= catering.

~- special-request meals.

-= delivery.

[J The customer traffic flow into and through the department.

Regarding the types of products offered for sale in your store:

® What major categories of products are sold in the Delicatessen Department?

e How extensive a variety is offered within each category?

e How do the products cffered seem to mee* the needs and desires of the
people living in the store's trading area?

Determine the following regarding the sales and profitability of the Delicatessen
Department in your store. (For purposes of comparison, the figures you studied
in Unit #13 are given below. )

Unit #13 Your Store

o % of store's total dollar sales 2% %

e weekly dollar sales per square foot $6.00

e % of gross margin 35 - 45% %




o
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4. Regarding the pricing of delicatessen items in your store :

1s the department owned and operated by the store or by an outside

company ?

e If owned and operated by the store --

-- What method of pricing is useq?

-- What does the department charge for special services ( such ascatering,

fully-prepared meals, delivery, etc.)?

e If operated by an outside firm ==

-- To what degree does the store have a voice in the prices charged for

items sold?

-- How much does the store receive for permitting the department in the

store? On what basis is this payment figured?

5. Regarding the promotion of delicatessen .tems in your store :

e What types of promoticns are used? Which are most effective?

e How often and to what extent is the Delicatessen Department included in

the store's advertisements?
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® What is done to call shoppers' attention to featured items?

® To what extent is sampling used? What items are sampled?

6. Regarding the major problems in the Delicatessen Department of your store:

® What methods are employed to hire and train personnel for the department?

® What procedures are followed to maintain product quality and appearance?

What procedures are followed to maintain the cleanliness of the -~

-~ display cases?

-~ equipment ?

-~ utensils?
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NON-POODS OR GENERAL MERCHANDISE

*7. Look around the non-foods sections of your store == Health and Beauty Aids,
Housewares, Soft Goods, Magazines, Staticnery, and Toys. Pay particular
attention to the items below regarding the location and layout of each section.
Mal:e noies on any points you might want to discuss with your Store Manager.

[ Tue )ocation of each Section in relation to the other departments.

[] The types of display equipment in each Section.

[] The amangement of items in each Section.

[0 The price-marking of items in each Section.

[[] The customer traffic flow into and through each Section.

8. Regarding the types of non=-food items offered for sale in your store:

e What categories of non-foods are sold?

e How extensive a variety is offered within « ‘h Section or category?




9. Determine the following resarding the sales and profitabjlity of non-foods
in your store. (For purposes of comparison, the figures you studied in

Unit #13 are given below,)

Unit #13 Your Store
e % of store's total dollar sales 5% %
e % of store's total gross profit dollars 8% %
e % of gross margin 30% %
e Annual rate of turnover 13

10. Regarding the pricing of non=foods in your store:

e What source of supply is used for Health and Beauty Aids? For other
non-foods ?

e If your store obtains non=foods from the company's own warehouse, from a
grocery wholesaler, or direct from the manufacturer, what method of pricing

is used?

(i e

e If the store obtains non-foods from a Rack Jobber or a Toiletry ;
Merchandiser == ‘

-~ To what degree does the store have a voice in the prices charged for
the items sold?

~= How much does the store receive from the supplier? On what basis
is this payment figured®
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11. Regarding the display of non=foods in your store:

® Who is responsible for maintaining the shelf stocks of non=foods?

e What is done to prevent out-of=-stock conditions ?

e How and where are seasonal items displayed?

e Where are the major high-demand items displayed in each Section?
The major impulse items?

12. Regarding the promotion of nocn=-foods in your store:

e To what extent are special displays used? What types of displays?
For what products?
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e What types of promotions are most effective? __

e How often and to what extent are non=foods included in the store's
advertisements ? {
|

e What is done to call shoppers® attention to featured items?

13. Regarding the problem of over=buyi easonal non-food items in your store:

e What is done to prevent over=buying? 3

e How is excess merchandise disposed of?
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14. Regarding the problem of pilferage of non-foods in your store:

e What is done to reduce the possibility of pilferage?

e How inventory control procedures are used for small, easy-to-conceal
non-food items?
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THE BEER, WINE, AND LIQUOR DEPARTMENT

15. What is your store owner's or manager's attitude toward the sale of Beer,
Wine, and/or Liquor in the store? (advantages and disadvantages)

16, If your store sells Beer, Wine, and/or Liquor:

e What portion of the store's sales and gross profit are accounted for by
these items? What % of margin do they carry?

"ooare

Wine:

Liquor:




What procedures are followed to minimjze pilferage of these items ==
== by customers?

-= by suppliers® representatives?

-= by stors employees?

What in=store merchandising is used to stimulate impulse sales of Beer,
Wine, and Liquor?

e What is dcne to minimize the Joss due to breakage of these items?

e What steps are taken to gontrol temperatyre and humiditv for these items?
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THE PHARMACY

17. What is your store owner's or manager's attitude toward the location of
a store-operated Pharmacy in or adjacent to the store? (advantages and

disadvantages)

18, If your store includes a Pharmacy:

e What portion of the store's sales and gross profit are accounted for
by the Pharmacy? What % of margin do drugs and prescriptions carry?

e What special problems arise in a Pharmacy operation, and what steps
are taken to control or overcome them?
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FOREWORD

Science tells us that an average adult male can obtain all needed nutrients
from a diet of wheat flour, cabbage, spinach, gvaporated milk, and dried
navy beans ... at a cost of less than $100 per year.

Another diet consisting of 57 commodities (including many types of meat,
fresh fruits and vegetables, as well as ice cream, cake, candy and other
desserts) also nrovides all essential nutritional requirements for the
average adult male, together with greater palatability and variety ...

at a cost of about $200 per year.

In 1964, the average American spent well over $300 in retail food stores.
Though about $15 of this was for non-food items (health and beauty aids,
magazines, and such), the fact remains that the average person spends
three times the amount necessary for adequate nutrition!

Why this big difference between what Americans COULD spend for food,
and what we actually DO spend?

The answer is that we want and demand greater variety and palatability

in our meals than either of the above diets provide ... and we are willing
to_spend more to get it. We have been brought up to believe that nutrition,
though important, is only one of the factors to be considered in preparing
a satisfactory meal!

In fact, Americans today are the best-fed people on earth. We enjoy a
fuller, more diversified, more appealing diet than is found anywhere else
in the world. For ¢ "ample, we think nothing of importing foods from all
parts of the globe, in order to achieve a more varied menu.

As a result, Americans are healthier, happier, and more industrious than
any nation of people since the beginning of time -- and we live longer!

As part of the largest, most important industry in our country -- the food
industry -- you should be proud of the role you play in helping the people
of your community achieve the health, happiness, and well-being that
comes from a palatable, nutritious, balanced diet.

Self-Study Unit #1 -a-




INTRODUCTION TO SELF-STUDY UNIT #1

This is the first of a series of Self-Study Units covering many aspects
of the retail food industry. Although som2 of the intormation contained
in these Units will admiitedly not be immediately useful 1o you, it
should serve to broaden your awareness of the total scope of operations
in a typical retail food store, and thereby help make your work more
interesting ana more rewarding.

A great many sources of information have been utilized in assembling

the material presenteqd in these Seif-Study Units. Inevitably, whenever
numercus sources are vsed in such. a work, there will be some points of
disagreement, particularly with respect to statistical data. In such
cases, a judgment must be made regarding which source to use. In

these Units, the concensus of opir'on of various sources is presented

in some instances, and the opinion of the most widely recognized authority
on the point in question is used in other instances.

A simple example will serve to illustrate. 2 grocery "chain” is defined
by various people in the industry as anywhere from "2 or more stores”
under common ownership to "11 or more stoies"”. Obviously, all
statistics and other information relating to chains will vary, depanding
on the definition used. Thus, in these Units, it has been necessarv to
select a single definition in the initial discussicn of chains, and stick
with it whenever later reference is made .~ chains in subsequent Units.

Incidentally -- parts of the Self-Study Units n this series employ a method
of self-learning called programed learning. As you'll see if you flip
through Section II of this booklet, a programed learning course is unlike
any other hook you have ever seen. You will see more abcut programed
learning before you begin your study of Section II.

In this Unit, then, we will explore soms of the interesting facts about
the industry of which you are an important part:

I. A BRIEF HISTORY OF THE RETAIL FOOD INDUSTRY
II. THE RETAIL *OOD INDUSTRY TODAY

A. Size of the Industry

B. Food -- the CGreatest Bargain in America Today

III. OUTLOOK FOR THE RETAIL FGOD INDUSTRY

Self-Study Unit #1 - b-
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I. A BRIEF HISTORY OF THE RETAIL FOOD INDUSTRY

The story of the retail food industry is a story of dynamic growth and progress
wherein change has been the rule, not the exception. Sometimes abrupt and
dramatic, sometimes gradual and subtle, the changes that have taken place
in the industry have closely paralleled the changes in our national way of
life. It is indeed remarkable that an industry of the size and scope of the
retail grocery industry has been able to anticipate shifts in American living
patterns and adapt to them successfully, in order that the public might best
be sgerved.

Even today, important changes are taking place -- some apparent, others not
8o apparent. In order to understand these changes in their proper perspective -=-
to understand the industry today and your part in it == you must first know
something of the history of the industry. and how and why it evolved to its
present state.

THE TRADING POST (to 1700)

From the founding of Jamestown in 1607 and
the arrival of the Pilgrims in 1620 until the
time of the Civil War, America was pre-
dominantly an agricultural nation. Each
family (or, in the case of some early
settlements, an entire communal group) was
virtually self-sufficient. People grew their
own vegetables and grain, milled their own
flour, and kept their own poultry and live-
stock. They baked their own bread, churned
their own butter, produced household items
such as candles and soap, and often made
their own clothing.

Whenever a new group of settlers landed in
the New World, they first made peace with

the Indians or built fortifications for protection
against unfriendly tribes. Then they set about
clearing the land, building their log cabins,
and planting their crops. The few items they
could not produce themselves -- such as tea, salt, spices, and some items of
clothing -- were brought over from Europe and obtained at trading posts in
exchange for animal furs.
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The trading post, then, was the first retail establishment in this country.
Although chiefly engaged in barter with the Indians and trappers living in the
wilderness, the trading post served as the lone link with Europe and the past
for the early settlers on the East Coast. And, when adventuresome pioneers
moved inland in the latter part of the 17th century and the early 18th century,
trading posts sprung up along the new frontiers. Later, pioneers under such
leaders as Daniel Boone who ventured into the uncharted lands west of the
Appalachians often found isolated trading posts already established there!

The rapid growth of the coastal settlements in the late 1600's produced a
change in the character of trading posts there -- the trading post gradually
evolved into a general store principally devoted to serving the colonists,
rather than trading with Indians and trappers. However, the trading post
remained as an important factor until well after 1800 in the Middle West
and until the late 1800's in sparcely populated sections of the West.

THE GENERAL STORE (1700-1860)

The general store carried a wide variety of merchandise for the farm and the
home -- hardware, drugs, dry goods, farm implements, tools, household
items, and food. Usually, it alco served as the local post office and the
gathering place where male members of the community whiled away their

leisure hours.

The general store thrived in an agricultural society. Since people grew

much of their own food, only about 100 food items were stocked and these

were in bulk form -- sacks of flour, barrels of lard, large slabs of soap. The
storekeeper sold whatever quantities his customers asked for, measuring or
estimating the desired quantity while the customer waited. The general store
was entirely clerk-service, and credit of up to a year's duration was customary.
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The general store, like the trading post, evolved to meet the needs of the
times. By 1700, the settlements of the East Coast were firmly established ...
the fight for survival, for a foothold in the New World, had been fought and
weon. Now, people sought to build up their manufacturing capacity, to

reduce their reliance on Europe. Craftsmen (such as shoe makers . candle
makers, aad blacksmiths) specialized in the production of certain items,
establishing small shops in the tiny villages that had developed. As a

result, families began to rely on others for certain necessities, including

some food products.

As late as the Revolutionary War (1775), most villagers still produced a large
portion of their food needs; farmers in the outlying arzas provided the rest by
selling crops to the viilage general store or, in the case of grain, to a local
miller who produced flour for sale through the general store. Thus, the
general store of the 18th century served as an outlet for manufactured items
produced locally and imported from Europe, as well as for food products.

After the Revolutionary War, the new United States of America exercised its
independence by virtually severing all ties with Europe. Tne sharp cut in
imports from Europe resulted in an increased emphasis on manufacturing.
Craftsmen in the villages of the East Coast concentrated more and more on
their particular trades, leaving the job of food production to the farmers.
Except for a small vegetable patch, a few chickens and a cow cared for by
the woman of the house, most villagers now bought their food instead of

producing it themselves.

Since the general store was principally geared to serve an agricultural
society, its decline in importance was a direct result of the increase in
industrial activity and the accompanying increase in urban centers. Although
this started on the East Coast before 1800, the general store remained as the
dominant retail establishment until the Civil War in other parts of the country,
where people still grew much of their own food. And, in areas which were
mainly agricultural, it survived even into the 20th century.

The transition from an agricultural society to an industrial society, and the
trend toward urbanization which is continuing even to this day, began to
spread throughout the country in the 1840's. In 1840, there were 131 towes
and citie: of 2,500 people or more, an increase from 61 in 1820. By 1860,
however, the number had skyrocketed to 391. By 1880, the figure was

939; and by 1900 it was1,737.
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The percentage of the totai population living in towns and cities of 2,500 or
more has moved steadily upward since 1840, as shown in the chart below:

1820
1840

1860
1880
1900
1920
1940

1960 69.9%

Percent of total population )iving in cities and towns of 2,500 or more

In the rapidly developing, urban industrial society of the mid-1800's, a i2-
or 14-hour work day was not unusual, and cities were highly congested. As
a result, people had neither the time nor the vacant land to devote to growing
their own food ... and general stores were simply not able to supply the
entire food needs of communities in which they had previously thrived.

Further -- general stores were not equipped to stock and sell their customary
wide variety of products on a large scale. Thus, as industries began pouring
out goods in large quantities, the general store gave way to _limited-line or
gpecialty stores which sc'd only one or a few types of products.

THE SPECIALTY STORE (1860-1918)

The decline of the general store in the mid-19th century can be directly
traced to the industrialization of America and the accompanying trend
toward urbanization. The limited-line or specialty store which replaced it
was firmly established as the dominant retail instituion by 1860, although
the first specialty stores made their appearance long before then. In fact,
men's clothing stores were fairly common in the Eastern towns and cities
by the late 1840's, and retail shoe stores by the 1850's.
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The specialty store was, and still is, just what the term indicates --
specializing in the sale of a particular type of product. In the early develop-
ment , specialty stores dealt only in a narrow range of goods. For example,
an article written in 1853 makes mention of one store that sold only hosiery,
another lace, another perfume, another pocket handkerchiefs , another shawls ...
and another that sold nothing but suspenders! After the Civil War, however,
several closely related lines of goods were combined to form the haberdashery,
the stationery shop, the tobacco shop, and the other types of specialty stores
which we know even to this day.
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The same thing occurred in the food industry. Grocery stores, butcher shops,
bakery shops, dairy stores, and fruit and vegetable stores were basically
specialty stores. However, grocery stores originally sold only a few types
of products, later adding a full selection of dry groceries.” For example,

the Great American Tea Company (now the Great Atlantic & Pacific Tea
Company) which was established in New York in 1859 , originally sold
nothing but tea, coffee, and spices; in 1865, other dry groceries were

added. It was not until the advent of the "combination store" in the late
1920's that groceries, meat, and dairy products were sold under the same roof.

At the time of their early popularity, specialty stores were rather dingy,
unexciting places in which to shop. Most products were in bulk containers
or were piled high on rough shelves behind a foreboding counter which
separated customer and clerk. No attempt was made to display products
attractively, and since the stores were entirely clerk-service, customers

had to rely on clerks to find and show them products they wished to buy.
Haggling over price was part of the ritual of shopping, since items were not
price-marked. A customer's ability to stretch her household budget depended
on her talent as a shrewd trader.

Some major innovations during the era of the specialty store helped change
these conditions and, in fact, revolutionized the whole field of retailing.
5 Most important of thgzse are shown on the next page.
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e After the Civil War, tobacco-maker William T. Blackwell of
Durham, N.C., received orders by mail from former Union soldiers
who had grown fond of his product while fighting in the South and
had since returned home. Accustomed to selling his product in
bulk, Blackwell had to find a way to pack the toabcco for his many
individual customers up North. The result was the now-famous

Bull Durham bag -- the first consumer-~sized package.

e In 1865, John Wanamaker, owner of a Philadelphii. dry goods store,
awoke to the fact that his customers had become even shrewder than
his own salesmen in haggling over the prices of goods. To put an
end to unprofitable sales, he established a revolutionary policy -- 3
each product would be offered to all customers at the same fixed price
which would be visible to all. (It's said that Wanamaker almost
went bankrupt before his idea caught on!)

e In 1875, F. W. Woolworth was working as a stockboy in a Watertown,
N. Y., store. To stimulate sales of some slow-moving items, he
talked his employer into displaying them on a counter set up in the i
middle of the store for all customers to see. The idea was an instant
success. later, when Woolworth opened his own store, he displayed
all like items together on counters where people could see, handle,
and buy them -- the first extensive use of product displays and the

first departmentalized store.

e In 1916, Clarence Saunders, operator of the Piggly Wiggly food stores
in Memphis, sought to cut costs by reducing the number of clerks
needed in his stores. In an experiment, he moved the casi register
and wrapping desk from the side of the store tc a spot near the front
door ; shoppers selected their own products and brought them to the
ncheckout counter” to be totaled and wrapped. The result amazed
even Saunders -- not only did he succeed in cutting costs, but he
also found that customers usually ended up buying more than they
had intended to when they entered the store. Needless to say == the
idea of self-service, pioneered by Saunders, is the standard practice
in most retail establishments today.

These and other innovations which occurred during the hey-day of the specialty
store (1860 - 1918) changed the whole complexion of retailing in America.
However, one such innovation ultimately led to the downfall of the specialty
store itself as the dominant factor in the retail grocery industry -- the

development of the chain store.
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THE CHAIN STORE ERA (1918-1932)

A "chain" is basically_a_group of stores under common ownership, The period
from 1918 to 1932 is often referred to as "The Era of the Chain Store" not only

because many new chains were established then, but also because existing
chains expanded tremendously ~- in other industries besides the food industry.

Actually, a number of chains were established in the 19th century, but it was
not until World War I that chains became important factors = retailing. As
we saw, the first chain was the Great Atlantic & Pacific Tea Company,
founded in 1859. Other important food chains operating before 1900 include:

. Jones Brothers Tea Company (now Grand Union Company), 1872
. Kroger Grocery & Baking Company (now Kroger Company), 1882
. Acme Tea Company (now Acme Markets), 1887

. O'Keefe's Incorporated (now First National Stores, Inc.), 1897
. National Tea Company, 1899

. Jewel Tea Company, 1899

Prior to 1912, a chain grocery store was no different in outward appearance
than the independently owned store down the street. Probably the biggest
visible difference was that the owner of an independent and his family livad
in the backroom or in an apartment above the store, whereas the manager of a
chain store traveled to work from his home. The prices, the service, the
store fixtures, the selection of products -- all were very similar.

A daring new idea introduced by A & P was to change all this and create a
tremendous gulf between the chain store and the independent.

In 1912, A & P opened a group of experimental stores -- called ‘economy
Stores" -- in which costs were drastically reduced:

e The stores themselves were small; thus, rents were low and labor
costs were minimal (many such stores were one-man operations).

e Store fixtures were modest; as a result, the cost of equipping an
economy store was low. ’

e Store operations were standardized with a high degree of centralized
authority; thus, savings accrued from greater efficiency and control.

e All sales were on a cash-and-carry basis; as a result, costs of
delivery and customer credit were eliminated.
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These cuts in costs, together with a reduction in the profit on each item,
permitted economy stores to slash prices. Increased sales volume made up
for the lower profit per item; thus, at least as much total profit resulted.

The first "economy stores" were so successful that the decision was made
to open as many of them as possible, as quickly as possible. The number
of A & P stores increased from 585 at the end of 1913 to over 2,100 by the
end of 1916 ; sales jumped from $31 million in 1914 to $76 million in 1916.
And this was only the beginning -- by 1920, A & P had over 4,200 stores ...
by 1925, over 14,000 ... and by 1930, more than 15,700 stores and sales
of over one billion dollars!

The rapid growth of A & P during the "roaring 20's" was not an isolated case --
other chains also opened numerous economy stores. For example: Safeway
stores increased from 190 in 1920 to 2,600 in 1930 ... Kroger from 800 to

over 5,300 ... National Tea, from 160 to 1,600. (1930 was the peak year

in terms of the number of grocery chain stores. Today, A & P has about 4,500
stores; Safeway, about 2,000; Kroger, about 1,400; and National Tea,

about 1,000 ... but total sales are far higher than in 1930.)
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The independent grocer was no match for the chains during the 1920's. The
chain stores' lower prices, and their more aggressive advertising and merchan-
dising activities, lured customers away from the independents. In the early
20's, the chains prevailed on manufacturers to sell them direct instead of
through a wholesaler; they then used their huge buying power to extract price
conce - sions which lowered their costs and permitted them to reduce prices
even further. (The Robinson-Patman Act of 1936 prohibited manufacturers

from granting discriminatory price cor.cessions. )

So successful were the chains in the 20's, that entire communities rose up
in opposition to them and in defense of the independent grocer. Numerous
charges were leveled against the chains -- both real and imaginery, logical

and cmotional. Responsible citizens and civic leaders appealed to the public
not to patronize chain stores on the basis that the chains:

© Took money out of the local community.
® Destroyed opportunity for young men.

® Practiced unfair competition.

® Tended to de-personalize the community.

® Were producing a nation of clerks.

® Drove out local businessmen.

® Paid lower wages than other empleyers.

® Did not, in fact, save money for the consumer.

[
® Tended toward monopoly. E .
K
!
!
® Did not bear their fair share of local taxes. ;

(Y

So great was the hue-and-cry on thi- last point that 366 anti-chain-store "
bills with varying tax penalties were introduced in state legislatures f
between 1925 and 1932 ... and 570 more were introduced between 1933 b
and 1938. Some of these bills called for assessments on each score !
operated by a chain in the particular state (either a flat-rate or on a k
graduated basis), while others attemped to levy a tax based on a per-
centage of the chain's sales.

'
s cadglal
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national anti-chain-store legislation. This

Self-Study Unit #l1

In February, 1938, Representaiive Wright
Patman of Texas introduced the first

bill provided for an annual graduated tax
which started at $50 per store and increased
progressively to $1,000 for each store
above 500 in a chain; this total would then
be multiplied by the number of States in
which the chain operated. If enacted, this
bill would undoubtedly have forced the
chains out of existence. For example, in
1938 alone:

. for A & P, with profits of $9 million, the
tax would have been $471 maillion.

. for Safeway, with profits of $4.2 million,
the tax would have been $58 million.

. for Kroger, with profits of $3.7 million,
the tax would have been $72 million.

This bill was defeated in committee. Most of the state anti-chain-store
bills were also defeated, and many of those that became law were later
declared unconstitutional. But the mere fact that so many bills were drafted
and introduced gives an indication of the strong feelings against chains at
the time.

In spite of this opposstion, grocery chains grew and prospered during the
1920's. In 1929, chain stores represented about 18% of the total number of
retail grocery stores in America, but accounted for over 36% of the total retail
grocery store sales. The average chain store had annual sales of $46,000 in
1929, compared to $17,380 for the average independent grocery store.

In the middle 20's, independent grocers and wholesalers took their first
positive steps to compete with chains in the formation of the first retail
Co-operatives and Voluntary groups. These were essentially groups of

independent store operators who joined together to take advantage of the

benefits of group buying and advertising. Before the end of the decade, I.G.A.

(Independent Grocers' Alliance of America), Red and White, Nationwide Food
Stores, and 500 other Co-operative and Voluntary groups had been formed.

In 1930, over 59,000 independent grocery stores throughout the country, or .
about 16% of the total number of grocery stores, belonged to such groups.
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The formation of Co-operative and Voluntary groups served to strengthen
the independent grocer and check the surge of the chains during the 1930's.
Today, over 75,000 independent grocers (about 33% of the total number of
food stores) belong tc such groups and account for a greater share of the
total retail food store sales than the chains (50% vs. 41%).

As we saw, some of the largest chains operate far fewer stores today than

in 1930. Three events established a trend toward larger stores and caused

the chains to reduce their number of stores. One was the advent of the
combination food store which was created when a butcher and a grocer located
next door to each other decided that it would be tc their mutual advantage to
cut a doorway in the wall between them and combine their operations. These
stores, which were typically twice the size of the grocery stores they replaced,
became popular toward the end of the 1920's and in the early 1930's. To
remain competiiive, the chains converted many of their stores into combination
stores and closed numerous smaller units which could not be expanded.

Another reason for the reduction in the number of chain stores in the early
1930's was the Great Depression which saw the closing of thousands of retail
businesses, large and small. The greatest factor, however -- and the most
radical change in the grocery industry to date -- was the advent of the gyper-

market.

THE DEVELOPMENT OF THE SUPERMARKET (1932-1945)

Most authorities cite December 8, 1932, as the birthdate of the supermarket.
However, in some areas, supermarkets were operating before then:

e There were many supermirkets on the West Coast (mainly in Los
Angeles) during the late 1920's, some with annual sales as high as
$2,400,000 -- an astonishing figure when one considers that the
average chain grocery store at the time had an annual sales volume of
$46,000 ... and the average independent, slightly more than $17,000.

e On the East Coast, a-forward-looking merchandiser named Michael Cullen
opened his first King Kullen store in Jamaica, Long Island, New York, in
1930; by the end of 1932, eight King Kullen stores were in operation,

: with an average annual sales volume of $750,000.

It may seem surprising that the supermarket gained its initial popularity during
the Depression -- a time when very few new ventures proved successful. How-
ever, as we'll see, the early supermarkets ideally suited the needs of people
at the time.
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On December 8, 1932, a new store called the Big Bear opened in a vacant
automobile plant in Elizabeth, New Jersey. The Big Bear was a large, .
departmentalized, self-service, cash-and-carry store which made head-

lines in newspapers across the country and had an impact on the food

industry never matched before or since! Practically everything about the

Big Bear was revolutionary ... a departure from other stores of the times:

e The Big Bear WAS big! Whereas a combination store of 1,000 square
feet was considered large, the Big Bear occupied 50,000 square feet ...
15,000 square feet devoted to the grocery department alone.

e The Big Bear offered a greater varietv of products and a greater selection
of brands than could be found elsewhere. Besides the grocery depart-

ment, therec were eleven other departments leased to concessionaires:
meats, fruits and vegetables, dairy, baked goods, candy, cigars and
tobacco, drugs and cosmetice, luncheonette, auto accessories,
electrical and radio supplies, and paints and varnish!

e The Big Bear offered far lower prices ... at a time when money was
scarce and every penny counted. Prices in the grocery department
were about 10% below those of the chain food stores and gross profit
averaged about 12%, compared to around 20% for the chains. Its
advertising theme was "Big Bear, the Price Crusher".

e The Big Bear had a carnival-like atmosphere which proved exciting
for shoppers during the drab days of the Depression. Cheap pine

tables were piled high with mass displays of merchandise, and people
were free to walk about and help themselves. Shopping at the Big
Bear was an adventure!

® The Big Bear, unlike the neighborhood stores of the times, attracted
customers from far and wide. It is said that, on any given day, cars

from as far as 50 miles away could be seen in the huge free parking lot.

In view of these differences, it's not surprising that the Big Bear was an
immediate success -- in the first week, sales amounted to over $75,000! What
was surprising to many at the time is that this initial success was not due to
"curiosity buyers". People came back the next week ... and kept coming

back week after week! Sales for the first year amounted to $3,873,280 ...

and over 56% of this (or $2,188,403) was in grocery sales. At today's prices,
this would be equivalent to over $10,000,000 in total sales and over $6,500,000
in grocery sales! Net profit for the first year amounted to $166,507 --on a
total investment of little more than $10,000!

Self-Study Unit #1 I-12




It wasn't long before opposition to the Big Bear's methods was mustered and
the battle lines were drawn. For the first time, chains and independents
united in a common cause -- to stop the Big Bear. Special meetings were
held throughout the State of New Jersey to warn grocers of the menace of
the Big Bear. Wholesale grocers were asked not to seli to Big Bear, and
some were black-listed for not heeding the request. Food manufacturers
were petitioned to prevent the re-sale of their products to Big Bear. A bill
was introduced in the New Jersey legislature to outlaw selling at or below
cost. And, due to the pressure brought to bear by the-chains and independ-
ents alike, newspapers excluded Big Bear advertising effective the end of
February, 1933.
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Despite this early opposition, Big Bear continued to prosper. Soon, other
enterprising merchandisers opened other "cheapy" super markets in vacant
factories, warehouses, and office buildings where the main appeal was their
low prices. Although some failed, most of these operations proved immediately
successful. In many cases, these early supermarkets were started by whole-
sale grocers who had gained a knowledge of retail methods through their
sponsorship of Voluntary groups.

By 193€, there were some 1,200 supermarkets «perating in various sections
of the country. Most of these were "cheapies" patterned after the Big Bear
with respect to store lay-out and surroundings, and all departments other
than the grocery.department were leased to concessionaires. (For the most
part, income from these concessions was sufficient to pay the rent for the
entire store and all utilities. )
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It was not until 1936 that the chains took vigorous action to meet the competi~s
tion of the supermarket. Then, they began closing small unprofitable stores

or converting them to self-service, and also began building new supermarkets.
From 1936 to 1938, for example, A & P is said to have closed 4,500 stores
(about 30% of its total 14,500 stores) and opened 750 self-service units or
new supers. In this three-year period alone, almost 4 ,000 new supermarkets
were opened, about one-fourth of them chain stores.

The new supermarkets which were opened in the late 1930's were smaller than
earlier versions, being about 10,000 square feet. Concessions were largely
eliminated, all departments being run by the chain or the store operator him-
self. The new supers also adopted a more restrained atmosphere and, in
order to meet the competition of the ncheapy" supermarkets already estab-
lished in many communities, tended away from the barn-like appearance

of the original Big Bear. Better lighting, enameled shelving units, and
sanitary refrigerated cases gave the stores a bright, clean appearance
intended to lure customers into the stores.

When war broke out in Europe in late 1939, there were about 6,200 super-
markets (1,200 chain stores and 5,000 independents ) with total sales of
more than 2 billion dollars. During 1940, another 1,900 supermarkets were
built. At the start of 1941, our participation in the war seemed imminent,
and much of our production capacity was diverted to the defense effort; as
a result, few new stores were built in 1941.

Following the Japanese attack on Pearl
Harbor on December 7, 1941, the nation
turned its full attention to the war effort.
Construction of new stores almost ceased.
A large portion of the country's food pro-
duction was used to feed our armed forces
and our allies, and shortages of many
items developed in the food stores of
America. After rationing was introduced in
1942, shoppers were more concerned with
the number of red stamps or blue stamps
needed to buy an item than with the price
of the item itself. e

The calling to arms of millions of American men and the employment of millions
more in the war plants of the nation created a dire labor shortage in the retail
focd industry. Stores looked for ways to extend the use of self-service to
overcome the scarcity of personnel. In many stores, the produce and dairy
departments were converted to self-service departments.... and, in some
stores, so was the meat department.
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From 1942 to 1945, the civilian population and the retail food industry co-
operated in numerous activities which helped ir the war =ffort. For example,

in newspaper ads and posters, food stores waged an endless series of
campaigns to educate the public on the advantages of nutrition and conservation:

® Because of the meat shortage, housewives were encouraged to prepare
nutritional non-meat dishes for "meatless Tuesday" and were supplied
with recipes by the food stores of America.

e To conserve on strategic materials, civilians were encouraged to bring
their own paper bags when going shopping ... save their used cooking
fats and turn them in to their butcher ... and flatten out used tin cans
and bring them to their local food store for salvage.

® To cope with shortages of produce and canned goods, people were
encouraged to plant "victory gardens" in their back yards, and food
stores provided instructions and supplies for canning home-grown
vegetables.

By late 1944, it seemedapparent that the war could not last much longer, and so
the members of the food industry began planning for the improvement, remodel-
ing, or expansion of their operations. This advance planning permitted the
resumption of the building boom of the late 30's soon after the Japanese
surrender on August 14, 1945.

THE POST-WAR ERA (1945-1958)

Shortly after the war, there was a great
surge of new-store construction as the
expansion plans of food retailers which
had been deferred for almost five years
finally became realities.

One phenomenon of the post-war era was
the beginning of the exodus to the
suburbs, where the automobile is a
necessity in shopping. Since the super-
market has always been geared to
shoppers using automobiles, it is not
surprising that many new supermarkets
were built in suburban areas. The

fact that supermarkets are the dominant retail establishment in the food industry
today is due in large part to the move to the suburbs.
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The new supermarkets built in this period were generally larger than the stores
built in the late 1930's, averaging over 15,000 square feet compared to about
10,000 square feet for their pre-war counterparts. These new supers reflected
the most modern ideas in architecture, lighting, color, and store lay-out. For
the first time, stores were designed with the shoppers in mind!

The equipment in the post-war supermarket was vastly superior to that used
in the 30's, largely as a result of new discoveries or improvements made
during the war. One example was the development of equipment needed to
store and display frozen foods; this a'one introduced an important, totally
new department in the retail food store.
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The food industry and the public also benefited from the great variety of
new products developed during the war or perfected later as a result of war-
time research. In addition, new materigls discovered during the war --
such as plastics and transparent film == found wide use in food packaging.

Many of the advances in the early post-war period, then, were a direct result
of research conducted during the war. However, a great many other changes
occurred from 1945 to 1958, including:

e Self-service meat departments and produce departments helped speed
shopping and offset rising labor costs.

e High-speed cash registers and automatic conveyors (revolving or belt
type ) reduced check-out time by one-half to two~-thirds.

e Trading stamps received wide~-spread use as a promotional device.

e Products (such as gourmet and dietary foods ) which appeal to a limited
segment of the consuming public were introduced. .

e Electric-eye doors proved a blessing for shoppers loaded with bundles.

e Shopping centers became the preferred location for new supermarkets.
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This period also witnessed the beginning of the battle for space on the
shelves of the retail food stores of America as manufacturers introduced
thousands of new products and new sizes, and the number of iters stocked
by a typical supermarket almost doubled. It also saw the introduction of
improved product-handling, storing, and stock-checking techniques in the
food stores and warehouses throughout the country. And, it was in this
period that the independent retail grocer emerged as a major factor in the
industry.

The years from 1945 to 1958, then, were marked by many important changes.
It was a period when the food industry in general and the supermarket in
particular was passing from adolescence to adulthood ... when the industry
was preparing itself to meet the challenges, and to benefit from the oppor-
tunities, which lay ahead.

RECENT DEVELOPMENTS (1958-present)

In recent years, there have been many changes, innovations, and experiments
in the retail food industry, the full impact of which cannot as yet be deter-
mined. Some of the most important of these have b-~n:

e The advent of "convenience" food stores, These are self-service stores
having many of the characteristics of the supermarket and employing

many of the same merchandising techniques, but on a much smaller
scale with fewer items and a limited selection of brands. Though still
rather few in number, convenience food stores have by-and-large been
extremely successful, and in so.ne areas have managed to compete
with supermarkets nearby. In 1964, about 900 new convenience food
stores were built, bringing the total to 5,000 stores which accounted
for over 1 billion dollars in total sales.

) The introduction of food department in discount department stores.
Discount stores have sprung up all over the country in recent years;
many of these include a food department which is used more-or-less
as a "traffic builder" to atiract customers into the store. In 1964,
almost 650 discount department stores sold a total of 1.4 billion
dollars worth of food products, or roughly 2.3% of the total retail food
sales.

Centralized pre-packaging of meats. A few chains, co-operatives,

and voluntaries have set up centralized meat-cutting and pre-packaging
operations on an experimental basis. The individually wrapped cuts

of meat are then delivered to the stores for sale in the self-service
refrigerated cases.

inld
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e Emphasis on "one-stop" shopping. In many areas, supermarkets
are returning to the concept of one-stop shopping or "all household

needs under one roof" of the general store and the early supermarkets
like the Big Bear. This is being done partially to offset the competi-
tion of the discount department stor2 and its in-store food department,
but primarily as a means of making the housewife’s shopping chore
easier and more enjoyable. ;

This emphasis on one-stop shopping can be seen in the expansion of
non-food items in supermarkets which began in the late 1950's. Today,
health and beauty aids, housewares, magazines, and even toys and
soft goods are an important part of the supermarket's business,
accounting for almost 3 billion dollars in sales (or 5% of total retail ’
food store sales) compared to 220 million dollars (or roughly 0.8% of
total sales) in 1950.

Another evidence of the increasing popularity of the concept of one-
stop shopping is the introduction of new departments and new services
in supermarkets. A good many stores today include a complete
delicatessen, an on-premise bakery, a lunch couater, and even a
complete prescription pharmacy. Thus, the housewife need not scurry
from store to store to do her shopping, but can obtain all her household

needs at her favorite supermarket.

These are just a few major examples of the new ideas in food retailing which
have been introduced in the past few years. In an industry as dynamic and
as competitive as the retail food industry, it is to be expected that more
innovations and experiments of an important nature will be forthcoming.
What they will be -- and what effect they will have upon the industry as a
whole -- is, at this point, anyb.dy's guess.
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INTRODUCTION TO SECTION 1II

The next Section of this Unit is presented in a format known as programed
learning. This technique enables you to learn mcre quickly and more easily
than by any other means. Here's why:

e In ordinary textbooks, a large body of information is presented in bulk
form. Often, the amount of information is staggering, and much of it
is not really necessary to an understanding of the subject. Since it is
impossible for the reader to give equal attention to gll the material,
many important points are often missed or misunderstood.

e In a proaramed learning course, information is never heaped on you.

Instead, the essentials are sifted out and presented one at a time;
when one fact is learned and and understood, a new one is presented.

The basic idea behind programed learning, then, is to break down a large

body of information into small bits. The bits of information are presented

one at a time. and they are repeated and re-stated in such a way that yc learn
them well. As you teach yourself one bit at a time, you logically build your
knowledge and understanding until you have mastered the entire subject. And,
you can check your understanding as you proceed.

The basic "teaching unit" in programed learning is called a frame. A frame
consists of two elements: a short paragraph, usually with one or more blanks
in it, called a gtatement; and, in another place, the word or words that fit
into the blanks in the statement, called a response. By filling in the missing
word, you actively enter into the learning process, as seen in this sample
frame:

Statement: A programed learning course teaches a subject

one bit at atime. Thus, 8 — 0 o o 0o 0
learning course lets you learn a subject
thoroughly, easily and quickly.

Response:
programed

Notice that the dashes (_ _ _ _ __ ___ _ ) in the statement above indicate
the number of letters in the missing word, and thus serve as a "cue" to help
you get the right word. Often, however, a solid line ( )
is used instead of dashes because you won't need the extra help of seeing
how many letters are in the missing word if you've read the previous frames
closely. '
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HOW TO TAKE A PROGRAMED LEARNING COURSE

In studying programed material, read each statement carefully and actually
write down your answer in each frame. Insome frames, instead of filling
in blanks, you'll be asked to answer a multiple-choice question or a true-
or-false, or to match two columns of facts. Since programed learning is
NOT A TEST, you can immediately check the respons2 to make sure that
you were correct. This in itself aids your learning.

Most frames are simple to answer if you've read the previous frames care-
fully. However, if you should find that you aren't sure of the answer in a
given statement, don't take a "wild guess" and rush on to the next one. Pause
and think about the previous frames for a moment, and the correct answer will

probably come to you. If it doesn't, then re-read the previous frames that
contain the information you need. One of the advantages of programed

learning is that you can work at vour own pace and take as long as you
want to complete tie material.

If you should get an occasional response incorrect, don't let it bother you.
Remember that a programed learning course is not a test, but a self-learning
device. No one will "grade" your booklet or ask how many frames you got
wrong. Just be sure that you learn from your mistake.

A word of warning -- since the response is so close to the corresponding
atatement, you may find yourself looking ahead to the response, especially
if you should be unsure of the proper word to write in a blank. However, this
would defeat the purpose, so be sure that you DON'T LOOK AHEAD WHEN
FILLING IN THE BLANKS IN A STATEMENT.

To avoid accidentally seeing responses before you get to them, it's sug-
gested thet you use a piece of paper or your hand to cover the response
column as you start each new page. Then, uncover each response as jyou
proceed down the page.

* % % % Kk %

If you follow the hints above, you will find that you'll learn the programed
material in this series of Self-Study Units quickly and easily == and you'll
remember the information far longer than if you read it in a traditional textbook .+

Good studying!
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Il. THE RETAIL FOOD INDUSTRY TODAY !

SIZE OF THE INDUSTRY '

S-1 In practically every respect, the retail food industry
is the largest retail industry in America today. Total
sales of the retail food industry in 1964 were gover
62 billion dollars, or about 25% cf total retail sgles;
that is, one-fourth (or %) of all the money
spent in all the retail establishments in this country
is spent in retail food stores!

S=2 (TRUE or FALSE) In 1964, sales of the retail food ]
industry were over 62 billion dollars; thus, the
retail food industry accounts for about 25% of all
retail sales, and is the largest retail industry in
America in terms of total dollar sales. f

S-3 In terms of total dollar sales, the retail food industry
is larger than any other retail industry. For example,
retail food sales (which were over billion
dollars and accounted for roughly % of all
retail sales) were over twice as great as cales of
new automobiles in 1964, one of the best years
ever for auto makers!

S-4 The retail food industry, then, is the largest retail
industry interms of total _ _ _ _ _ _ _____,
accounting for over billion dollars in sales
or roughly % of all retail sales in 1964. Like-
wise, the retail food industry is the largest retail 3
industry in terms of number of retail outlets; there

are about 228,000 retail food stores in Amc 1ica today.
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In terms of number of retail outlets, the retail food
industry is the largest retail industry in Americs.

The total num il £ s in America
today is about: {CHECK ONE)

O 156,000 I3 211,c00

O 193,000 O 228,000

There are approximately (HOW

MANY? ) retail food stores ~- more than any other
type of retail outlet. Surprising as it may seem,
there are more retail food stores than gasoline
service stations!

The retail food industry, then, is the largest retail
industry in number of retail outlets; there are
approximately (HOW MANY?)
retail food stores in America today. Similarly,

it is the largest retail industry in number of
people employed; there are*about 1,900,000
people employed in the retail food stores of
America.

More people are employed in the retail food stores
of America than in any other retail industry. The
total number of people emrloved in retail food
stores today is about: (CHECK ONE)

[J 190,000 [ 1,900,000

[J 1,500,000 12,280,000

There are about (HOW MANY? )
people employed in the (HOW

MANY? ) retail food stores of America. This figure
is about equal to the combined population of
Delaware, Vermont, New Hampshire, Nevada, and
Wyoming !
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About ( HOW MANY?)
people are employed in the retaii fnod industry ...
more than in any other retzil induswy. Total
salarjes in the retail food industry an.ount to

over 4 billion dollars a year!

We can see how important the retail food industry

is in our economy oy the fact that about 1,900,900
peoplz are empioyed in the industry, and total
salaries amount to over billion dollars per year.

The nation's second~-largest retailing company is a food
retailer, and six of the pation's ten largest retailers
are food retailers. In addition, the retail food indus-
try is the largest retail industry in America in terms

of:

e Dollar sales =~ over billion dollars.
® Number of retail outlets =- about

¢ Number of pecple employed -- about
e Totzl salaries -- over billion doilars a year.

The second-largest retailer in America is a food company
(A & P) with almost 5.2 billicn dollars in sales in

1964. In fact, only five other companies had larger
sales -- General Motors, Standard Oil of New Jersey,
American Telephone & Telegraph, Ford Motor Company,
and Sears Roebuck & Company. And, of the ten largest
retailing companies, (HOW MANY? ) are fcod
retailers.

The size of the ratail food industry is evidenced by
the fact that __ _ (HOW MANY? ) of the nation's

ten largest retailers are f0od retailers. The rate of
growth of the indusiry is evidenced by the fact that
sales in 1964 (which totaled over billion

dollars ) were 3~]/4 billicr dollars (or 5,7%)
aigher than in 1963.




-

Toial sales of retail food stores (excluding
specialty stores such as butcher shops, fruit
stores, and candy shops ) were higher in 1964
than in 1963 by approximately: ( CIRCLE ONE)

(a) 4 billion dollars (or 2.5%)

(b) 1-1/2 billion dollars (or 1.5%)
(c) 2-1/2 billion dollars (or 4.4%)
(d) 3-1/4 billior dollars (or 5.7%)

Retail food storec sales were approximately
billion dollars (or %) higher
in 1964 than in 1963. Sales in 1964 were 25
billjon dollars kigher (or 70% more) than in 1954.

The growth rate of the retail food industry has
been phenomenal. In the past ten years alone,
otal sales have increased by about 25 billion
dollars, or %. (Sales of non-food items

in retail food stores accounted for almost 3 billion
dollars of this increase. )

Sales of the retail food industry have increased
by about biliion dollars, or 70%, since
1954. This increase is far greater than the

increase in all retail sales (about 43%).

The percentage increase in sales of the retail focd
industry during the past 10 years has been much
(greater ... less)than the increase in all
retail sales. Retail food sales Lave increased by
% sincz 1954, while all retail sales have
increased by about 43% in the same period of

time ( CIRCLE THE CORRECT WORD)

B




5=20

If the average man-on-the-street were asked why
the rate of growth in the retail food industry
(about %) has been so great in the past 10
years, he would probably pcint to the increase in
population and in retail food prices. Yet, since
1954, the population has increased only about 2

and retail food prices only about 11%.

5-21

Since 1954, sales in thc retail food industry have
increased by about 70%, while the population has
grown by only about 20% and retail food prices
have increased by only about %,

S-22

Y 3
The increases in population ( %) and in retail
food prices ( %) have accounted for only part
of the 25 billion dollar (or ___%) increase in
retail food store sales since 1954. Added emphasis
on non-food items in retail food stores has also
accounted for part of this increase. However, the
major reason for the increase in retail food sales
has been the fact that people are eating more and
eating better than ever before!

S5=-23

Americans are eating more and eating better today
than at any time in history, thus accounting in
large part for the fact that retail food store sales
are % greater today than ten short years ago.
As an example: per capita consumption of meat and
poultry was about 20% higher in 1964 than in 1954.
Witness, too, the tremendous popularity of
"convenience foods" which free the housewife's
time in preparing meals.

S5=-24

Americans today eat and they eat
today than ever. Yet, they spend
a smaller percentage of the come on food than
ever before ... because food is the greatest bargain
ever!

P
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FbOD—THE GREATEST BARGAIN IN AMERICA TODLY

S-25 Today, Americans spend a (greater ... smaller)
percentage of their income on food than in the past.’
The: average American family spends about $1,250
in retail food stores, or 19% of its income after
waxes. (CIRCLE THE CORRECT WORD)

S-26 The amount spent for food bv the average American

family is about $ . This represents about
19% of its after-tax income, compared to 26% in
1948.

S-27 If you were the head of an "average" American
family last year, you would have spent about
$1,250 in retail food stores ... or about %
of after-tax income, compared to % in 1948.

S-28 The average American family today spends roughly

% of its net income for food (or $ )
compared to % in 1948.

S-29 The total amount spent on food by the average
American family ($ ) is greater today than
in 1948, but the percentage of its income after
taxes is less: % today versus % in
1948. This indicates that the price of food has
risen at a far_slower rate than the average family
income.

S-30 Since 1948, food prices have risen at a far
(slower ... faster) rate than the average
family income. Likewise, food prices have risen

at a slower rate than most other prices.
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- R=30 S-31 Retail food prices have increased since 1948, but
oalower : at a imuch (slover ... faster) rate than the

b larn ' prices of most goods and services. For example,

o T _ according to the government's retail price index,

o ' retail food prices have risen 24%. However, the

e T T " cost of housing has increased 33%, the cost of 1

T public and private transportation has gone up more

than 50%, and the cost of medical care has jumped !

about 65%.

S-32 The increase in retail food prices since 1948 has
been (more ... lesa) than the increase in prices
of most other goods and services. Retail food
prices have increased about % ... the cost
of housing, over 33% ... the cost of public and g
private transportation, over 50% ... and the cost :
of medical care, about 65%. 3

S-33 Match the goods and services at the right with the
approximate price increases since 1948 shown at

the left.
506 a. Housing ,
33% b. Medical care ‘
24% c. Public and private transportation
65% d. Retail food prices

S-34 In spite of the % 1increase in retail food prices
since 1948, the average American family spends a
smaller percentage of its after-tax income on food
today (19%) than in 1948 (26%). This current
figure is far lower than tor people in other countries.

S-35 As a percentage of the average family income,
Americans spend far (more ... less) on food
than people in other countries. The average American
family spends 19% of its aiter-tax income on food,
whil2 the average British family, for example,
spends 29% and the average Russian.family spends
50% or more!

I DU —
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S-36 Food IS a bargain in the United States, as evidenced
by the fact that the average American family spends
only ____ % of its after-tax income on food, while
the average British family spends about 29% of its !
income and the average Russian family spends 50% l
or more of its income on food. Furthermore, it
requires far less working time for the average
American to earn the monay needed to buy most
major food items, as we'll see in the following
examples.

S-37 Americans work a far (longer ... shorter)
time to pay for most food items than people in other
countries. For example: it takes the average American
worker 28 minutes to earn the price of one pound
of boneless beef sirloin ... the British worker,
53 minutes ... the Russian worker, 21 migutes ...
the French worker, 148 minutes and ... the
Japanese worker, 162 minutes, or almost 6 times
longer than the American worker!

S-38 Here's another example. The average American
works about 21 minutes to earn the money to pay
for a pound of butter ... the average Englishman,
40 niputes ... the average Frenchman, 128
minutes ... the average Russian, 184 minutes ... :

the average Japanese, 252 minutes, or
times longer than the average American!

S-39 in America, a person must work about 4 minutes
to earn enough tc buy a pound of eating apples ... |
in Britain, 15 minutes ... in France, 39 minutes ...
and in Russia, 88 minutes! Here again, we can
see that the average worker in America has to
work far (more ... lese) time than the
average worker in other countries to earn the .
money needed to buy most major food items.

Ly




S-40

One final example points up the fact that Americans
work a shorter time to buy food than workers in
other countries. It takes the average American
worker 27 minutes working time to earn the price

of A pound of coffee ... the average Englishman,

98 minutes ... the average Frenchman, 159

minytes ... and the average Russian, 450 minutes,

or hours -~ practically a full day's work!

S-41

These examples help to show that food is the
greatest bargain in America today. The average
American works less time to earn the price of food
and spends less of his after-tax income ( %)
on food than do workers in other countries. He
also works fewer hours to satisfy his family's
food needs than he did a few short years ago:

in 1948, the head of the family worked 62 hours
to pay for a month's supply of food ... in 1952,
he worked 52 hours ... and today, he works only

37 houyrs!

[

S-42

The time required for the average head of a family
to earn enough money to buy a month's supply of
food for his family has gone stadily downward since
1948. Then, it took him 62 hours of working

time ... in 1952, it took 52 hours ... and today,

it takes only hours.

S-43

The average wage has risen far more sharply since
1948 than the price of food. This can be seen in
the fact that it took the head of a family
hours to earn enough for a month's supply of food
for his family in 1948 ... hours in 1952 ...
anu only _____ hours today.

S-44

If you were the head of a family in 1948, it would
have taken you hours to earn enough money
to supply your family's food needs fora month's
time. In 1952, it would have taken hours of
work. And today, it would take only hours
of work to buy the same amount of food.

i
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NGRS ) 3-45 Far less working time is required today (about
ey hours) for the head of a family to earn the
money needed to buy a month's supply of food for
his family than in 1948 (ahout hours) or

even in 1952 (about hours) ... further
evidznce that focd is the greatest bargain in
America today! Why? One reason is the ability
Coe o of food growers, processors, wholesalers, and
retailers to operate at maximum efficiency,

and thereby hold down their costs.

S-46 In any business, elficiency reduces costs and
ultimately reduces prices. The ability of all
pariies involved in the production and sale of
food (growers, processcrs, wholesalers, and
retailers) to operate at peak efficiency plays an
important part in making food the greatest

in America today.

S§-47 Consumers receive top value for their food dollar
partly because of the ability of food retailers
(as well as others involved in the production

and sale of food) to operate at maximum
_ and thereby hold down

their costs.

S-48 Food is the greatest bargain in America today

partly because of the
RESI TN . of all the parties involved in the productirn and
R sale of food. Another reason is that the intense
e, VU competition in the retail food industry today has
o i o R served to keep prices relatively low.

S-49 The intense competition among food retailers has
tended to keep food prices relatively low,

EIE S AR RPN R

% thereby enabling consumers to realize tremendous
SR value for each dollar spent in the retail food store.
SR E Thus, we can say that food is the greatest

in America today.
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R-49 - e S=50 Food is the greatest bargain in America today

bargain : . . .o partly because of the intense _ _ _ __ _ _ _ ___
C e among food retailers which has served to keep

. SRR prices down and provide consumers with greater

o K value for their food dollar.

It

R-50 | - S-51 Efficiency and the intense competition in the retail 1
sompetition - - food industry have served to keep _ _ _ __ _ f
down, and have enabled consumers to obtain 4
greater value for their money. Competition has
also served to keep the profits of food retailers
B at a relatively low level.
=1 T S-52 Largely because of the intense
xices ’ ' S profits in the retail food industry are relatively low -~
- s about 1.2% of sales. Thus, consumers benefit
. o from lower prices and greater value for their food
_ N " dollar, while the large sales volume and rapid rate
e of sale (or turnover) of products yield food retailers
5 a great encugh dollar return for needed growth.
<52 §=53  After-tax profit in the retail food industry averages

i petitdon” o T only about 1.2% of sales. However, large sales
e T volume and rapid turnover of products result in an
adequate dollar return for food retailers, permitting

them to grow and to serve the public well. This
relatively low rate of profit in the industry (largely
due to intense among
food retailers) helps keep prices down ard thus
benefits consumers.

=53 - o S-54 The average net profit after taxes in the retail food
ompetition _ industry amounts to about _______ % of sales.
Thus, of the $1,250 spent for food by the average
family, the retail food store makes a net profit of
about $15 ... or_onl 2 famil week

lelf-Study Unit #1 II-11




S-55 Food is the greatest bargain in America today partly
because the intense competition in the retail food
industry tends to keep prices and profits down.
Based on the average net profit after taxes in the
industry (about _% of sales), the retail food
store makes a profit of about $15 from the average
family's annual food expenditure of $1,250 ... or
only about _____ ¢ profit per family per week.

S-56 The average American family spends about 4
S in retail food stores, and the average
retail food store makes a net profit after taxes of
1.2% of sales, or 1.2¢ for every dollar rung up at
the check-out counter. Thus, the average retail
food store makes a total net profit after taxes of
about $ per family, or about 25¢ per family
per week.

S-57 Out of the average family's annual expenditure for
food ($1,250), the average food store's net profit
is only about $15, or roughly ___ ¢ per family
per week.

S-58 As was indicated earlier, the net profit of the
average retail food store (about % of sales)
is relatively low -- compared, for example to the
"Big 3" auto makers (7.8% of sales) ... the six
largest steel producers (5.7% of sales) ... and the
four largest tobacco companies (over 11% of sales).

S-59 Actually. per cent of profit on sales is not an
entire), valid basis for comparing different
industries. However, such a comparison serves to
show that food retailers can operate successfu.:.y
and provide for needed growth while taking a far
(higher ... lower) net profit from every dollar
received from their customers than comp: 1ies in
most other industries. For example: in 1963, net
profit of the "Big 3" auto makers was 7.8% ... the
six largest steel producers was 5.7% ... and the
four largest tobacco companies was over 11%.
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S=60

Match the industries at the right with the
appropriate per cent of net profit realized in
1964 as shown at the left.

11% a. Six largest steel producers

7.8% b. Four largest ttbacco companies
1.2% c. "Big 3" auto makers :
5.7% d. Average retail food store |

S=61

As mentioned, these comparisons between different
industries are used merely to show that the rate

of profit in the retail food incdustry is

(higher ... lower) than in other industries.
Comparisons with other retail businesses tend to
demonstrate the same point, and again illustrate
that food retailers can operate successfully and
provide for growth on a relatively low per cent of
profit.

S-62

The average net _ _ _ _ _ _ after taxes in the
retail food industry is about 1.2% of sales. In
this respect, the six largest food retailers =~

with total sales of over 13 billion dollars in 1964
and total profits of about $157 million -- are about
typical of the industry and will therefore be used
for the comparisons with other retail businesses

that follow.

S5-63

In 1964, the six largest department stores in
America had an average net profit of 3.0%. The
difference betwe=n 3.0% and the profit for the six
largest food retailers (____ %) may not serm
great, but consider the end-result: the total
dollar sales of the six largest food retailers were
2-1/2 times greater than the total dollar sales of
the six largest department stores, but total dollar
profits were less!
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The six largest variety store chains had an average
net profit of 2.25% in 1964. Although total sales
of the six largest retail food companies were

almost 4 times greater, total dollar profits were
not guite twice as much ... another indication

that the average _ _ _ _ _ _ after taxes in the
retail food industry is lower than in other retail
industries.

One final example will show that profit after taxes
in the retail £ood industry is than in
other retail industries. In 1964, the two largest
mail order hnuses had an average net profit of
4.3%. To' idollar szles of the six largest food

retailers were over twice gs great, yet dollar profits
were only slightlv more than half as dareat!

S=-66

These examples tend to show that profit in the
retail food industry is lower than in other retail
businesses, due in large part to the intense

‘ among food retaiiers.
It is a tribute to the retail food industry that food
retailers can operate successfully and provide for
growth on a relatively low per cent of profit, and
still serve-the public well.

END OF SECTION II
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lll. OUTLOOX FOR THE RETAIL FO.-D INDUSTRY

The outiook for the food industry can be summarized in cne worg --
EXCELLENT! Acccrding to most - xperts, the rate of growth for the next
decade ard beyond should even exceed the remarkable progress witnessed
since the end of World War II.

On the basis of population growth alone, the growth of the food industry is
assured. The U.,S, Census Bureau's population projections indicate that
there will be 235,000,000 people in America in 1975, compared to
190,000,000 in 1964 ... an increase of roughly 25%. Add to this an
expected increase in family income of about 20%, and it's obvious that the
outlook for the industry is indeed promising ~- more pecple with more monpey

means more sales of food.

Statistics tell only part of the story. We have already seen some of the
experiments taking place in the retail food industry -- centralized pce-
packaging »f meats; the trend toward one-stop shopping; etc. If extensively
implemented, these and other major new ideas could have a tremeadous
impact and could, in fact, revolutionize the entire industry. In addition,
other less dramatic, but important, experiments are underway. To cite just

i a few:

-

ey

® Many food retailers are experimenting with changes in store lay-out
and shelving arrangements. In some cases, for instance, the Meat
Department is moved to the front of the store ... in other cases, to
_ the center of the store. Some experiments involve the placement of
shelves diagonally in the Grocery Department ... others, the
placement of shelving in the shape of a large hollow "X” with
reserve stock kept inside the "X".
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® Many food retailers are experimenting with completely different
groupings of products. Some, for instance, are putting items having
related uses together instead of putting all like items of a particular
type together ... others are keeping all like items together, but
are constantly shifting entire sections within the store to produce
greater customer interest and sales.
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‘ Whether these and the many other inrniovations now in the experimental stage
% ever become popular in the retail food industry still remains to be seen.
However, the fact that retailers are constantly looking for new and better
methods is an encouraging sign, indicating that a more scientific approach
is being taken in the whole area of retailing than ever before. Such an
approach, requiring high-caliber personnel at all levels, opens entirely new
career possibilities in the industry and portends even greater opportunity for
industrious, creative individuals.
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SELF-QUIZ

Self-Study Unit #1

This Self-Quiz is intended not as an examination, but rather as a jearning
£0¢.s to help you check your understanding of the material you just studied.
After completing the quiz, refer back to the wage or pages indicated in
parentheses after each question in order to check your answers. If you were
unable to answer any questions or if you answered any questions incorrectly,
it's suggested that you re~-study the material in the Self-Study Unit thet
caused you difficulty.

1. Which of the following is regarded as "the first retail establishment in
this country"? (1-2)

[C] The General Store [C] The Specialty Storeu;-’
] The Trading Post (1 The Supermarket

2. Match the items at the left with the proper characteristic at the right.
(I-2 to I-11)

Trading Post a. Mainly geared to an agricultura) 1

society.

— General Store b. Consisted of a grocery store and
meat market joined by a door. &

____ Specialty Store c. Chiefly engaged in barter with i
Indians and trappers. b

Combination Store d. Evolved as a result of mid-19th 5

century urbanization, ”i%

3. (TRUE or FALSE) The concept of self-service was introduced in the era of ?

3

RO s L aias

the General Store. {I-6)

4, Who is generally credited with having introduced the first departmentalized
retail store? (1-6)

5. (TRUE or FALSE) Chain stores became the dominant factor in the retail
food industry immediately afier the Civil War, (1-7)

R 6. (TRUE or FALSE) The "economy stores” introduced by A & P in 1912 were
| not particularly successful until the Great Depressicn of the 1930's.
" {1-8) —

Self-Study Unit #1 Q-1
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(TRUE or FALSE) The first Co-operative and Voluntary groups were
formed by independent grocers and wholesalers in the middle 1920's
for the purpose of enabling the independents to compete with the
chains. (I-10) _

What was the name of the first supermarket, opened in Elizabeth, N.]J.
on December 8, 19327 (I1-12)

(TRUE or FALSE)} Food chains are generally credited with having

pioneered the supermarket, in that they were the first to recognize the
supermarket's potential and they built thousands of new supers in the
early 1930's. (I-14)

10. (TRUE or FALSE) The shortage of manpower in the food industry during
World War II accelerated the use of self-service in retail food stores.

(1-14)

11. (TRUE or FALSE} Much of the equipment, products, and packaging
material in popular use in the food industry today was developed during
World War 1I, or shortly afterwards as a direct result of wartime research.

(1-18)

12, Briefly describe the concept of "one-stop shopping” popular w ith super-
markets today. (I-18)

13. What percent of the total retail sales in America is accounted for by the
retail food industry? (II-1, S-1)

N 11% M 37-1/2%
] 25% 0 40%

14. How many retail food stores are there in America today? (II-1, S-4)

15. How many people are employed in the retail food industry in America?
(11-2, S-7)

16. (TRUE or FALSE) The largest retail business in America today is a retail |
fcod company. (II-3, S-13)

17. (TRUE or FALSE) Four of the ten largest retail businesses in America
today are retail food companies. (II-3, $-i2)
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18.

19,

20.

21,

22,

23.

24,

TR TR

(CIRCLE THE CORRECT ANSWER) Since 1948, retail food prices have
increased at a far (slower ... faster) rate than the average family
income. (II-6, S-29)

The average American family today spends only about % of its afteor-
tax inccme on food’ con}paredv to about. % 1n 1948. (II-6, S-26)
‘u"’ ‘ \ Q . " al"'
. $oal & # 3

(CIRCLE THE CORRECT AN SWER) The averaée American family spends a
considerably (greater ... smaller) share of its income on food than
families in other countries, (II-7, S-35)

In 1948, the head of a family worked hours to pay for a month's
supply ot food, while today he works only hours. (II-9, S-41)

Two major reasons why retail food prices have remained relatively stable
in recent years are: (II-10, S-48)

® the increased of all the parties involved in the
production and distribution of food; and,

® the inte:se in the food industry today.

Profit after taxes in the retail food industry amounts to about %
of sales., (II-11, 8-52)

Of the $1,250 per year spent for food by the average American family, the
retail food store makes a net profit of about $ . Or about ¢ per
family per week. (II-11, S-54)

Even if retail food sales increased only as fast as the total population
from now tiil 1975, we could expect a gain in sales of akout % ior
the industry. (III~1)

Self-Study Unit #1 Q-3
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INTRODUCTION TO SELF-STUDY UNIT #2 i

In the previous Unit, you saw something of the historical and cox. .inuing
importance of the grocerv industry in America. You also read of its contributions
to the American economy as a whole, and learmed of the future prospects for this
vital industry.

In this Unit, you will see how products move from producer to consumer in ,
American business in general and in the grocery industry in particular., Many ;
of the terms used in this Unit will not be new to you; however, the main pur-

pose of this Unit is to review the underlying reasons -- the why's and where-
fore's -- of the dynamics of product distribution. Specifically, in this Unit,

you will study:

Section I. THE BASICS OF PRODUCT DISTRIBUTION

A. Business Fundamentals )

B. The Flow of Goods to the Consumer

Section II. CHANNELS OF DISTRIBUTION FOR FOCD PRODUCTS

A, The Producer

B. The Midd :man

C. The Manufacturer or Food Processor
D. The Wholesale Level

E. The Retail Level

Section III. BUYING PRACTICES AT THE WHOLESALE LEVEL

A, Importance of the Buying Function

B. Brand Policies

~

C. New Item Selection
D. Re-Ordering Procedures

E. Legal Aspects of Buying

Self-Study Unit #2 -a-




I. THE BASICS OF PRODUCT DISTRIBUTION

BUSINESS FUNDAMENTALS

In a business transaction, something owned by one person or company is
traded, rented, or sold to another person or company. In most cases, the
transfer is through outright sale, and the "something"”, called the product, is
classed as raw materials, industrial goods, or consumer goods.

e Raw materials are products of nature which have not as yet undergone any
more processing than is required for convenient handling and shipping.
Cotton, crude oil, and iron ore are examples of raw materials ... and the
person or company who originates such products is called the producer or

the primary producer.

e Industrial goods are products made by one manufacturer and sold to another
manufacturer foruse in making other products or in conducting a business.
Packaging materials, heavy machinery, and office equipment are examples
of industrial goods ... and the person or company who makes such products

is called an industrial goods manufacturer.

e Consumer goods are products ultimately sold to an individual (called the
consumer) for his personal or household use. Home furnisnings, toiletries,
and clothing are examples of consumer goods ... and the person or com-
pany whe makes such products is cailed a consumer goods manufacturer.

Some products can be classed as both consumer goods and industrial goods,
depending on their intended usage. For example: an automobile sold to an
individual for personal and family use would be classed as consumer goods,
while the come automobile sold for use as a taxicab or delivery vehicle would
be classed as industrial goods.

Similarly, flour soid to a housewife would be consumer goods, but flour sold to
a bakery would be industrial goods. However, for the most part, food products
are classed as consumer goods.

Between the creation of raw materials and the ultimate use of finished products
by consumers, there are a number of persons or companies who serve a wide
range of functions. The pivotal link in this flow of goods from the producer to
the consumer is the manufacturer.

Self-Study Unit #2 I-1
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THE F OW OF GOODS TO THE CONSUMER

Cousumer goods manufacturers use raw, materials or industrial goods or both,
and make them into finished products for use by consumers.

e Sorie obtain their own raw materials; for example, many lumber producers
have their own timberland, and many large petroleum companies have their
own oil {ields. Such companies are referred to as integrated companies.

e However, most manufacturers buy the raw materials and the industrial
goods they use from other», called their sources of supply or suppliers.
A manufacturer's source' of supply may include industrial goods manu-
facturers, producers and/or middlemen (those who buy raw materials
from numerous producers and re-sell them to manufacturers).

Thus, we can diagram the flow of raw materials and industrial gocds to the
consumer goods manufacturer as follows: '

Raw Materials Pavts, Packaging, Ete.

Producers l |. | l '5’1.42;"' ial
Manufacturen
\ /

Middiemon ﬁ i

S~ g ]
e////’¢ \ J\\\\‘

Gruwers QOoOOOOO0O0000000O0COO0OCOO0OO0O0O0OCOOOOOCO

Consumer Goods
Manutcturers

Except for a few cases, the flow of goods is not usually as simple as in the
above diagram, because:

e Efficiency in manufacturing demands that manufacturers MAKE their items
in large quantities.

e Efficiency in selling, packing, transporting, and billing demands that they
SELL and SHIP their products in large quantities.

Generally, it is uneconomical and impractical for thousands of manufacturers to
sell great quantities of goods directly to over 190,000,000 consumers, For this
reason, most consumer goods manufacturers sell their products through retailers
who buy the products a case or more at a time and sell them to consumers one or

a few at a time.

Self-Study Unit #2 I-2
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N >w we can add another element in our ciagram of the flow of goods from the
marufacturer's sources of supply to consumers -- the retailer:

Praducers I I I I ! {.u.% ial
Manufncturers

\ (/
Middiemen ﬁl I
N
\\ ﬁ
Consumers@oods
Manufaciurers

Rewles [TFATY THLI] (LML) LMl
YIAVN CUAN JEWVN J AN

(wsumers OO0ODOODOO0ODODDDOOO00O0OODDODOOOOOOOOOO0OO

Retailers stock and sell a variety of products made by many different manu-
facturers. However, because of limited appeal of some products, or for other
reasons, a retailer cannot usually sell ENOUGH of a product to justify large
purchases from the manufacturer. While some 1etailers may buy in large enough
quantities to make it economically feasible for manufacturers to sell directly to
them, most retailers usually buy in relatively small quantities. So, manu-
facturers generally sell their products to wholesalers.

Now, still another element can be added in our diagram of the flow of goods from
their sources to consumers -- the wholesaler:

Producere L"\_“"L‘”_;"'l u nlinlnl: .'.um
Middiemen m /
(onsumer Goods 8 i / i

Manufachirers _

Wholesalers = I
| e o VT |
Retmlews | | III ] | i [I;’

F v ¥\ v ¥V N 6¢-b\a v v
Guwsumes 0DDODOO0O00OD0ODO0O0O0OO0O0O0OOO Oo0o000o0oo0o0o0ooooon
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The manufacturer, then, generally sells to relatively few wholesalers (instead
of to thousands of individual retailers) who then re-sell the products in smaller
quantities to many retailers who, in turn, sell the products one or a few at a
time to millions of consumers. This flow of goods to the consumers is referred
to as a channel of distribution, and is used by most consumer goods manu-
facturers. However, there are exceptions:

o Some manufacturers sell direct to consumers (example: The Fuller
Brush Company).

e Some manufacturers sell direct to retailers (example: most clothing
manufacturers).

o Some manufacturers sell BOTH to consumers AND to retailers
(example: dairies offering home delivery).

The channel of distribution described above applies to most food products sold
in retail food stores. However, produce (fresh fruits and vegetables) is sold
at retail "as is"; that is, it by-passes the manufacturer and is sold by middle-
men to wholesalers., Also, meat is often sold by the manufacturer (the meat
packer) directly to retailers, by-passing the wholesaler.

In summary, then, the major functions in the channel of distribution are:

o Producer's function -- originates the raw materials used in the
manufacture of other goods.

e Middleman's function -- for some raw materials, buys from many

producers and re-sells to manufacturers.

e Industrial goods manufacturer's function -- produces the parts,
accessories, or components used by other manufacturers in making

other goods.

[ Consumer goods manufacturer's function -- uses the raw materials
and/or industrial goods bought from above sources of supply to make
finished products for ultimate sale to consumers,

e Wholesaling function -- buys in large quantities from manufacturers,
stores the products, and re-sells in smaller quantities to retailers,

® Retailing function -- buys products in small quantities and re-sells
them one or a few at a time to consumers.

Self-Study Unit #2 I1-4
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INTRCDUCTICN TO SECTION i

The following material is presented in a format known as programed learning.
In a programed course, the information is broken down into small "bits"
(called frames) and presented in step-by-step fashion. As you systemati-
cally learn each new fact by seeing it re-stated and repeated in different
contexts, in subsequent frames, you gradually master the total subject.

One of the great advantages of programed learning, as opposed to traditional
textbooks, is that you actively participate in the learning process. That is,
you immediately USE the information that you learn in one frame by writing in
key words in the next one, or by selecting the correct word from a number of
choices given, or by answering a true or false statement based on the previous
frames. The fact that you can immediately check your response for each frame
is assurance that you actually ARE learning as you proceed through the material.

A programed learning course is NOT a test, but a self-learning device. So, if
you should have trouble with a particular frame, try not to look ahead...and
don't guess wildly. Instead, think a moment and, if necessary, re-read the
previous frame or frames which contain the correct answer. In a programed
course, you can work at your own pace -- no one will rush you alorng, and no
one will score or grade your responses.,

A final word before you begin -~ programed courses teach, not test. If they
remind you of tests you have taken -- because of the blanks to be filled in,
and so on -- disregard this notion, Programed learning is used in this serizs
of Self-Study Units for one primary reason: it is a proven teaching method that
can rapdily and thoroughly provide you with the information you can use to gain
a fuller satisfaction from your work and progress in your job in the retail food
industry., We think you will enjoy this new learning experience.

Self-Study Unit #2 II -a
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Il. CHANNELS OF DISTRIBUTION FOR FOOD PRCDUCTS

THE PRODUCER

All food products sold ir: @ retail grocery store can

be traced back to an ultimate source, the producer.
Depending on the item involved, the producer may

be: (CIRCLE ONE OR MORE)

(a) A baker or meat packer

(b) A rancher or citrus grower
(c) A canner or bottler

(d) A manufacturer or middieman

Persons who grow, or otherwise originate, raw food
products are known as . Some
examples are: poultrymen, dairymen, farmers,
ranchers, and citrus growers., Most often, they
sell their products to a middleman.

S-3

As is true of other raw materials, raw food products
are usually sold by the producer to one or another
type of who re-sells them to a
\1anufacturer (a canner, a meat packer, etc.).

,;3 .
‘ iddleman

S-4

Most producers sell the raw food products they

grow to one or other type of .
However, some large producers sell their products
directly to a nearby manufacturer with whom they
may make a contract and even agree on a price before
the products are ready for market.

-4
iddleman

It is not unusual for a large producer (say, a farmer
or a rancher) to sell all or part of his products (his
crop or his herd) to a nearby manufacturer (a canner
or a meat packer). Often, the producer and the
manufacturer (commonly called a food processor)
will even make a and agree on a

ielf-Study Unit #2
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contract
price

S-6

Producers most likely to sell their products directly
tc a manufacturer (or food processor) are character-
ized by their (nearnese to ... distance from)
the manufacturer's plant and by theirflarge-scale ...
small-geale) production. (CIRCLE THE CORRECT
WORDS)

W

aeamess to
large-scale

W F gl
L O O ¢

A person or company who buys raw food products
and prepares (or manuiactures) them for ultimate
sale to consumers is commonly known as: (CIRCLE
ONE)

(a) A middleman

(b) A feod producer
(c) A food processor
(d) A food preparer

R-7
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Although some large producers sell directly to nearby
manufacturers (or _),
most producers sell to a middleman who re-sells the
products to a manufacturer, However, in the case of
produce (fresh fruits and vegetables), the manu-
facturer is by-pass:2d; the middleman sells the

products to a wholesaler or to retailers,

3 R-a . e Lot
3 food processors -

Which TWO diagrams below depict the ways in which
fresh fruits and vegetables reach the consumer?

(a} (b) (c)
producer producer producer
. )
| middleman middleman middleman
wholesaler manufacturer
retailer wholesaler retailer
or retailer
[
consumer consumer consuner

II -2
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‘R-9 S-10 Fresh fruits and vegetables are sold by the producer
' (a) and (c¢) to a who then re-selis to a
3 e ortoa _ _ _ ___ __ _ .
'R-10 S-11 To .. mmarize thus far: except for produce, most
' middleman raw food products pass from producers to middlemen
- wholesaler (or) to manufacturers; some (large ... small)
- retailer producers sell direct to nearby manuracturers. This
' flow of goods is shown in a simplified diagram:
Ooc0o0oo0o 0o
Producers L J DDEJ .D.l:] = o 1
. i .. .. o o 4
° ° o _O [ ()
[ ) o _ 6
] L] e 0 d )
[ e o _O ®
.o o. .. .. o g
Middlemen ® ®
= ) o o
o0 o o
o o o o
o o ® o
) o © ®
o o0
—— o e
Food
Processors
. R-11 THE MIDDLEMAN
 large
]
; S-12 Middlemen operate at two levels in the channel of

distribution for raw food products: local markets
and central markets.

® Jlocal markets are minor concentration points for
raw food products, and are located near producers.

® Central markets are major concentration points
for raw food products, and are located in impor-
tant transportation centers.

Which of the above would you expect is equipped to
receive, unload, store, and ship raw food products
in large quantities?... loecal markets or
central markets. (CIRCLE ONE)

| Self-Study Unit #2
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R-12 s-13 Some middlemen operate at local markets, and others

central at central markets. | markets are minor
markets concentration points for raw food products located
near producers, whereas markets

are major concentration points located in important
transportation centers and are equipped to receive,
unload, store, and ship products in large quantities.

R-13 S-14 On their way from the producer to the focd processor,

Local raw food products generally pass through a middle-

central man at the market and through another
middleman at the market.

For example:

Wheat is a major crop in the broad area from
Texas northward through North Dakota. If you ;
] , were to ride a train through the area, you would ]
pass numerous grain elevators (one or two

é standing alone beside the track, or clusters of
- ' two to five in towns along the way) where

g farmers sell their wheat; these so-called "country
” ' : grain elevators" are the local markets for wheat.

s As you approached one of the major cities which
serve as important transportation centers (such
as Minnespolis, Kansas City, Omaha, or St.
Louis), you would pass large concentrations of
grain elevators; these are the central markets

for wheat.

E R-14 g-15 Which diagram below illustrates the usual flow of

] local goods from producers to the manufacturer or food

: central processor?

'ft (a) (b) (c)

3

i producer producer produzer
retailer local market central market

]

! central market local market

manufacturer manufacturer manufacturer

Self-Study Unit #2 I1-4




R-15
(b)
s-16

1. Functions of Local Market Middlemen

Most local market middlemen buy raw food products
from producers and re-sell them at the central

markets. However, some
middlemen re-sell them directly to manufacturers.

R-16 5-17
_local market

Local market middlemen buy from numerous producers
and usually sell at markets, but
some sell instead to manufacturers., Most producers
sell to local market middlemen mainly because they
do not produce in sufficient quantities to permit
economical shipment over long distances to central
market. s,

R-17 5-18
Q central

Since World War II, the number of farms in America
has decreased considerably, and the average size
has increased, However, there are still a great
many relatively small producers located far from
potential buyers ( central markets and manufacturers)
who cannot afford to ship small quantities of products
long distances. Instead, they sell their products to

who buy large quantities of products and ship them
by the truckload or railroad car,

 R-18 S-19
- local market
middlemen

LA

‘Which of the following are true of groducers who
" sell to local market middlemen? (CIRCLE ONE OR

MORE)

(a) Are located near central markets and manu-
facturers.

(b) Are extremely large-scale producers.

(c) Are generally small-scale producers,

(d) Are located far from central markets and manu-
facturers.

IT=-5
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f’ R-19 S-20 There are other reasons why producers usually sell

- (c) and (d) to a local market middleman, besides their(gmall-
scale...large~scale) production and their (ngar-
ness to ... distance from)  central markets
and manufacturers. As a practical matter, small
producers cannot always keep abreast of price
fluctuations and market conditions hundreds of miles
away. Further, most lack the experience necessary
to deal successfully with central market middlemen,
who prefer to buy and sell in large quantities anyway.

i Re ZO S-21 Local market middlemen, then, buy raw food products
. small-scale in small quantities from numerous .
diqtence from - They then combine these purchases for economical
c shipment by truck or rail to central markets or, in
some cases, to manufacturers.

O Re2 . S-22 The middleman at the local market buys raw food

. producers . products in small quantities from many producers

' and ships them in (gmall ... large) dquantities,
usually to central markets. There, he sells them
to other midaicmen who later .e-sell them to large-
quantity buyers, principally manufacturers (or

).

R-22 | 5=

23 if we were to a. . the iniadlemen at
large w.arkets and the middlemen at
_ food processors markets to the basic illustration in S-11, it would

ook like this:

Producers 0OODO 00000 D
0 DC‘

o ° . . ®
° ° o
. ° ° . . .
Local Market ~—*— | o 0
Middlemen ‘—=—g— | e O o
o ® o O o
3 .. .. .. o ®
2 o © o
Central Market J ® ®
; Middlemen — )
[
Food o ] 0
Processors
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2. Functions of Central Market Middlemen

S-24 Central market middlemen buy raw food products
from local market middlemen and re-sell them to
food processors. These

middlemen also buy from large

producers.

S-25 Which of the following might sell raw food products
to central market middlemen? (CIRCLE ONE OR MORE)

(a) Local market middlemen
(b) Small producers

(c) Manufacturers

(d) Large producers

S-26 Central market middlemen buy from local market
middlemen and/or from .
In many cases, they also grade and store the products
for later sale; thus, their customers are able to obtain
raw food products in ample quantities and consistent 1
quality at any time of the year,

AR #
R
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S-27 Middlemen at central markets buy raw food products
from middlemen at local markets and/or from large
producers. Generally, they also _ _ _ _ _ and
— — — — _ the products for later sale, thus enabling
food processors to obtain the products they need in
ample quantities and consistent quality throughout
the year, instead of only at harvest time,

S-28 As we saw, a local market middleman performs an
important service by eliminating the need for small
producers to ship products long distances. A central
market middleman performs an important service by
grading and storing raw food products, thereby
enabling food processors to obtain needed products
in ample _ _ ond consistent

throughout Fhe year,

Im-7




R~-28

(ample)
quantities

(consistent)
quality

S-29

If, at harvest time, a food processor were to buy all
the raw food products needed for a whole year's
production, he would require huge storage facilities
and would tie up large amounts of working capital 1u
inventory. Central market middlemen make it
possible for the
to obtain products in ample quantities and consistent
quality throughout the year, in keeping with his
production schedules.

For example:

Consider again the case of wheat, Over 51
million acres are devoted to growing wheat, and
total annual production exceeds 1-1/4 billion
bushels (or 75 billion pounds) providing income
to farmers of over 2-1/4 billion dollars. Over 26
billion pounds of wheat flour is produced a year
in this country, representing over a billion
dollars worth of wheat at farm prices. If flour
producers had to buy at harvest time enough !
wheat for their whole year's needs, they would
clearly have to maintain tremendous storage
facilities and either borrow to pay for it or tie up |
huge amounts of working capital in raw materials’
inventory. Most flour mills find it far less f
expensive to buy wheat as needed from central
market middlenen, |

R-29
food processor

S-30

By purchasing from central market middlemen, the
food processor benefits because he: (CIRCLE ONE
OR MORE)

(a) Provides additional employment opportunities
for people at central markets,

(b) Needs far less storage facilities of his own,

(c) Can buy a full year's needs at one time.

(d) Doesn't have to tie up large amounts of money
in inventory.

(e) Can buy producis as needed, depending on his
production schedules.

Self-Study Unit #2
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R-30

' b), (d),
and (e)

S-31

We have now seen that middlemen operate at two
levels in the channel of distribution for food products:
at and at

. At both these

levels, there are different types of middlemen who
operate in different ways.

=31
ocal markets
entral markets

S-32

3. Types of Local Market Middlemen

Middlemen at local markets include:

e Independent buyers -- buy products in their own
name and hope to re-sell them at a profit,

e Producers' co-operative associations -- organi-

zations of local producers which buy and sell
products, and share their profits with member
producers,

e Commission agents -- buy from producers on
behalf of central market middlemen or food
processors, and are paid a commission on the
purchases.

Which of the above do not actually own the products
they buy?

-32
ommission
agents

S-33

Altlkough some large producers sell direct to central
market middlemen or to food processors, most
producers sell to local market middlemen:

independent buyers, producers' co-operative

associations, or commission agents. A person who

buys raw food products in his own name and re-sells
them to central market middlemen or to food processors
at a profit is called an

elf-Study Unit #2
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R-33 o S-34
independent .
buyer

_them to central market middlemen or food processors

Independent buyers raw food products in
their own names and attempt to -

at a profit.
For example:

An independent buyer might operate in this way:
starting out with an empty truck, he travels from
one farm to another on a regular route, arriving at
each farm about the same time every day or on
specified days of the week. At each stop, he
buys the products ready for market, depending on his
particular specialty. When his truck is filled to
capacity, he drives to the nearest central market
or to a food processor where he re-sells the products
at a profit.

R-34 | S-35
buy
re-sell

A type of lccal market middleman who buys products
in his own name and re-sells them at a profit is
called an .
An organization of local producers which buys and
sells products, and shares its profits with member
producers, is called a producers’ co-operative
association.

R-35 S-36
independent '
buyer

Organizations of local producers which function as
local market middlemen are called

Members share in the profits of the organization in the
form of patronage dividends, in proportion to the value
of the products each producer sells to the organization
during a given period of time.

R-36 S-37
producers'

co-operetive

associations

Producers’ co-operative associations share their
with members who sell their products
to the association by paying patronage dividends, or
rebates based on the value of the products each

o a s

producer sells to the association over a period of time|
§
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S-38

Profits of a producers® co-operative association are
paid out to all member producers at regular intervals,
usually every 3 months or every year. These rebates
(called )
are based on the value of the products each producer
sells to the association during that time.

For example:

Let's say that a particular association with 200
members handled $4,000, 000 worth of raw food
products and had a net profit of $20,000 in a
given year. This amounts to $1 for each $200
worth of products purchased ($4,000,000 =
$20,000). Thus, a member who sold $10, 000
worth of products to the association would receive
$50 as his share of the profits '($10,000 = $200),
while a member who sold $60,000 worth would
receive $300 as his share ($60,000 = $200).

-38 S-39 Two types of local market middlemen, then, are

atronage who buy

dividends products in their own name, and '
which buy and sell products but share their profits
with member producers. The third is the commission
agent who buys from producers on behalf of a central
market middleman or a food processo:, and is paid a

E commission on the value of the products he buys.

f A

-39 S-40 Unlike independent buyers and producers' co-operative

 co-operative
-associations

associations,
do not obtain title to the products they buy. Instead,
they buy from producers on behalf of someone else

(a central market middleman or a food processor) and

are paid a commission based on the amounts purchased.

1f-Study Unit #2
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R-40 S-41
commission
agents

In summary, then, the three types of local market
middlemen are: independent buyers who buy and
sell products in their own name; producers’ co-
operative associations which share their profits

with member producers; and
who buy products on behalf of central

market middlemen or food processors, but do not take
title to the products. Now, let's look at the types
of central market middlemen.

- R-41
. commission .
"' agents S-42

4., Types of Central Market Middlemen

There are four major types of
middlemen: independent merchants;

co-operative associations; commission firms; and
brokers. An independent merchant, like an
independent buyer at the local market, takes
possession and ownership of products in his own
name and re-sells them at a profit.

’ R-42 R §-43

.. ~cental
.- . market

Although middlemen at central markets operate on a
much larger scale than those at local markets, there
are similarities. For example: independent mer-
chants and independent buyers buy raw food products
in their own name, hoping to re-sell them at a profit.
The big difference, of course, is that independent
buyers generally buy from producers and re-sell to
central market middlemen, whereas

generally buy from local market middlemen or from
large producers, and re-sell to food processors.

o R3O 5-44
*" " {independent
. 'merchants

Independent buyers at local markets and
at central

markets buy and sell preducts in their own name, for

their own personal profit, Co-operative associations

at central markets share their profits with members
from whom they buy in the form of patronage dividends.

|
?
i
i
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S-45

We saw that producers' co-operative associations
buy from producers and share their profits with
members in the form of

. Co-operative associations at
central markets buy from large producers and from
producers' co-operative associations at local
markets, and also share their profits with members.

S-46

Producers' co-operative associations at local markets
and

at central markets are similar in that they both share
their profits with their respective members.
Comission agents at local markets and commission
firms at central markets are also similar in that they
don't obtain title to products they buy, but instead
buy on behali of someone else,

S-47

As we saw, commission agents at local markets do
not take title to products but buy from producers
on behalf of a central market middleman or a food
processor, and receive a commission on the amounts
purchased, Similarly,
at the central markets do not take title
to products, but sell to food processors on behalf of
local market middlemen or large producers, receiving
a commission on the amounts sold.

S5-48

Local market middlemen and large producers might
sell their products outright to a central market
middleman or to a food processor. Or, they might
insteud choose te retain title to the products and
pay someone else a commission for selling the
products to a food processor; this third party is
called a:

(a) Commission agent
(b) Independent merchant
(c) Commission firm

(d) Independent buyer

II-13




" R-48 5-49

- (¢)

At central markets,
do not take title to the products they

handle, but sell products on behalf of large
producers or local market middlemen; the same is

true of brokers, but brokers do not generally obtain
title OR possession of the products.

S-50

R-'49 .
' commission
~-firms

Commission firms and brokers sell products to food
processors on behali of large producers or local
market middlemen., However, commissicn firms
actually receive and store the products but do not
obtain title or ownership, while
do not generally handle the products and do not
obtain title or ownership.,

S-51

Oentrel market middlemen who sell products without
cbtaining possession OR ownership of the products,
are called . A large producer or
a local market middleman who employs this type of
middleman generally ships the products directly to
the buyers, and pays a commission on the sale,

- R-S1 §-52

brokers

We have now studied four major types of central
market middlemen

, co-operative associations,

, and brokers,
Produce (fresh fruits and vegetables) is sold in
large quantities by these types of middlemen, but
also in smaller quantities by car-lot wholesalers
and auctioneers.

. R=52" S-53
independent

‘merc¢hants

commission

firms

At central markets, raw food products are usually sold
in very large quantities to food processors. However,
as we saw earlier, produce (that is, fresh
and ) is sold to retailers or to
wholesalers who re-sell to retailers. Independent
merchants, co-operative associations, commission

firms, and brokers may sell produce in large quantities,

while car-lot wholesalers and auctioneers usually sell
in smaller quantities.

f

{
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k-53 : S-54 Car-lot wholesalersand _ _ _ _ _ are
ruits (and) specialized central market middlemen who deal only
ivegetables in produce. Car-lot wholesalers buy in carload
. shipments, and break them up into smaller lots for
scle {7 retailers and wholesalers.
=54 S-55 Central market middlemen who buy carload shipments
uctioneers of produce and break them up into smaller lots for
sale to retailers and wholesalers are called -
R-55 S-56 Much of the produce that passes through central
jar~lot - markets is sold by -
t wholesalers who buy in carload shipments and break them up into
‘ smaller lots for sale to and to
. Some is sold by auctioneers
who mainly deal in citrus fruits, buying in carload
shipments (usually from producers' co-operative
associations) and selling at auction to large retailers,
wholesalers, and brokers who buy on behalf of
hospitals, schools, and other institutions.
-‘-56 S-57 Central market middlemen who buy produce (mainly
bar-lot ) in carload shipments
- wholesalers = from producers' co-operative associations and sell
retailers (and) them at auction to large retailers, wholesalers, and
i wholesalers brokers (who buy on behalf ¢f hospitals, schools,
2 and other institutions) are called .
f~57 : S~58 Two specialized central market middlemen dealing
sitrus fruits only in produce are -
uctioneers and .

As we saw, the four major types of central market
middlemen also seli produce, but principally sell
other raw food products in very large quantities to
food processors.
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- R=-58- . , THE MANUFACTURER OR FOOD PROCESSCR
. -wholesalers :
' (and). S-59 The manufacturer or food processor is the pivotal |
" auctioneers : link in the channel of distribution for food products
(except produce) in that he is the only party who
materially changes the products on their way to
consumers. Food processors include: (CIRCLE ONE

OR MORE)

(a) Meat packers
(b) Bakers

(c) Canners

(d) Dairy 1
(e) All of the above i :

R-59 | 1. Classifications of Manufacturers

S-60 Food processors may be classified as national, !
regional, or "private label" manufacturers.

e e ': - B e Those whose products are sold throughout the
' country are, of course, classified as
manufacturers. ‘, ;

e Those whose products are sold only in certain

parts of the country are classed as (
manufacturers. !

e Those whose products are sold under a retailer's
or wholesaler's special brand name are classed |
as n 1l
manufacturers.

i R-60 . '5-61 A manufacturer whose products are sold throughout )

" national the country is called a manu-

' regional facturer, while one whose products are sold only in

- wprivate label" certain parts of the country is called a |
L ' manufacturer; products made by both are often referred

? | to as manufacturer brands. A manufacturer whose

' products are sold under a retailer's or wholesaler's |

’ special brand name is classifiedasa "_, _ i

" manufacturer, and the products are
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